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ZILA SENDS MESSAGE ON NONALIGNED SUMMIT ANNIVERSARY 
Dacca THE BANGLADESH OBSERVER in English 11 Feb 81 p 1 


[Text] New Delhi, Feb 10--President Ziaur Rahman has reaffirmed Bangladesh's 
total commitment to the fundamental principles and objectives of Non-alignment 
reporte BSS. 


In a message to commemorate the 20th anniversary of the first summit conference 
of the Non-aligned countries President Zia assured his country's full coopera- 
tion to Non-aligned member countries to work in concert for the realisation 
of the shared objectives of the movement. 


The president in his message expressed sincere hope that the New Delhi confer- 
ence of Non-aligned Foreign Ministers will be a milestone in the history of 
the movement. He also hoped that the statesmanship vision and collective wis- 
dom of the participants of the conference will produce some concrete results 
in paving the way to the resolution of the problems and challenges currently 
facing the Non-aligned Movement. 


In his message the Bangladesh President said, the Conference of Foreign Minis- 
ters of Non-aligned countries in New Delhi is taking place at a critical moment 
when global peace and security are in great jeopardy with grave implications for 
the future of mankind. In the economic realm our condition is equally dis- 
turbing with continuing deterioration in the world economic situation and slow 
progress towards the establishment of a new international economic order. 


The President expressed confidence that in the face of this serious situation, 
both in the political and the economic sphere, we are required to intensify our 
efforts aimed at strengthening the unity, solidarity and mutual cooperation 
amongst ourselves so as to endow our movement with new vigour and strength 

in serving the cause of peace progress and justice all over the world. 


He said that our movement derives its strength from its moral content and from 
ové unflinching adherence and commitment to the fundamental principles of the 
Non-aligned Movement which were propounded by founders of the movement. 


CSO: 4220 








ZIA GREETS BANI SADR ON IRAN'S NATIONAL DAY 


Dacca THE BANGLADESH OBSERVER in English 11 Feb 81 pp 1, 12 


[Text] President Ziaur Rahman on Tuesday greeted President Abuhassan Bani- 
Sadrar on the occasion of the National Day of the Islamic Republic of Iran 
‘eporte BSS. 


The President, in hie message said: "On the auspicious occasion of the Na- 
tional Day of Iran I on behalf of the Government and the people of Bangladesh 
and on my own behalf extend to Your Excellency, the Government and the brotherly 
people of Islamic Republic of Iran our warmest felicitations and fraternal 
greetings. We pray to Almighty Allah to grant our Iranian brethren greater 
progress and prosperity under your able leadership. 


"I also sincerely hope that the bonds of friendship and cooperation happily 
rooted in our shared history, culture and religion will be further deepened 
and consolidated in the years ahead. 


"I avail myself of this opportunity to extend to Your Excellency my very best 


wishes for your personal health and happiness and for the continued peace, 
progress and prosperity of the fraternal people of Iran. 


CSO: 4220 














BANGLADESH 


POREIGN MINISTER CALLS ON INDIAN PRESIDENT REDDY 
Dacca THE BANGLADESH OBSERVER in English 11 Feb 81 pp 1,12 


[Text] New Delhi, Feb. 10--Bangladesh Foreign Minister Prof Shameul Huq, 

now here to attend the Non-aligned Foreign Ministers conference, this evening 
called on Indian President Mr Sanjeeva Reddy at the Rastrapati Bhaban, reports 
BSS. 


They discussed matters of mutual interest in an informal and cordial atmosphere. 


The Indian President made enquiries about the health of Bangladesh President 
and also showed interest in the development efforts now under way. He stressed 
the importance of friendly relations between the two countries as neighbours 
and the need for peace and stability in the region so that the people of the 
countries of the region could concentrate in the economic and social problem 
facing them. 


Prof. Huq conveyed the greetings of Bangladesh President to the President of 
India and renewed the invitation of President Zia to him to visit Bangladesh. 


The Indian President observed that he would be very happy to visit Bangladesh 
and convey the goodwill of the people of India to the people of Bangladesh. 

He suggested that necessary steps could be taken through the diplomatic channel 
to fix a mutually convenient date for the visit. 


President Reddy requested the Bangladesh Foreign Minister to convey to Presi- 
dent Zia his warm greetings and also the best wishes for the progress and well- 
being of the people of Bangladesh. 


CSO: 4220 

















BANGLADESH 


PRESIDENT ZIA'S ADDRESS TO AGRICULTURE MINISTERS 
Dacca THE BANGLADESH TIMES in English 12 Feb 81 pp 5,7 


[Inaugural address by President Ziaur Rahman at the Third Meeting of Coamonwealth 
Ministers of Agriculture, Food and Rural Development in Dacca on 11 February 1981] 


[Text] I am happy to be here this morning to share with you our common commit- 
ment to a productive programme against poverty. I thank you, Mr Secretary- 
General for giving me the honour of inaugurating the Third Meeting on Common- 
wealth Ministers of Agriculture, Food and Rural Development particularly when 
our countryside today is vibrating with the creative energy of millions of 
people engaged in a valiant struggle for production and prosperity. I invite 
you all leaders of the community of Commonwealth, to share with us our hopes 
axl aspirations, our endeavours and achievements as also our difficulties and 
problems. 


Mr Secretary-General food security for the people is the basic objective of 

all nations both developed and developing. At Commonwealth summit in Lusaka 

in August 1979, I «: d my belief that the Commonwealth can and should play 

an important role in ceveloping a system of food security and initiating action 
for special incentives and assistance to the food-deficit countries to enable 
them to increase their agricultural production on a priority basis. I reiterate 
my belief again in this distinguished gathering of the leaders of Commonwealth 
countries. 


The best food security a nation can have is to achieve autarky in food. This 
is our common objective. A major problem in the realization of this objective 
is the lack of investment in accelerating agricultural production. Globally 
the development assistance for food and agriculture is lagging far behind the 
estimated minimum target of 8.3 billion dollars annually. Coming to specifics 
let me turn to Bangladesh. Our country today is on the threshold of a break- 
through in the production of foodgrains. Irrigation coupled with drainage and 
flood control is the spearhead of our food-production strategy over the next 
five years. Two-thirds of the projected incremental food production will come 
from irrigation. Our people have excavated and re-excavated miles after 
miles of canals with voluntary labour. We have also a good reserve of excel- 
lent ground water. We require low-lift pumps and engines, shaliow, deep and 
hand tubewells to effectively utilize this abundant resource of surface and 
ground water. Our projected investment for suci small irrigation alone is 
around 1,214 million dollars. The resources .e have been able to mobilise 














internally and externally leaves a gap of around 500 million dollars. It is 
obvious that there has to be accelerated flow of resources and commodities 
to enable us to double our irrigated acreage over the next five years. 


Further, our irrigation programme in the past has suffered from "stop and go" 


financing and uncertainty regarding timely availability of irrigation equip- 
ment. We must, therefore, build up our local mnaufacturing capability for 
engines, pumps and accessories. This is an area where close cooperation 
among the Commonwealth countries is an immediate must. I hope some concrete 
recommendations in this regard will emerge from this meeting. 


Along with irrigation, fertilizers and modern varieties of seed are the two 
Other most important inputs for modernising agriculture. At the Second Com- 
monwealth, Heads of Government Regional Meeting in New Delhi in the fall of 
last year, | expressed my concern about the recent galloping increase in fer- 
tiliser price in the international market. Action needs to be taken by the 
community of Commonwealth to stabilise the price of fertilizers, particularly 
on a regional basis. The Commonwealth countries should seriou.ly consider 
creating regional pools from which countries of a region can draw in times of 
emergency. Security of input like fertilizer is an important plank of food 
security. 


Modern seed-variety, its adaptation to particular soil-climatic regime, its 
adoption by farmers and continuous varietal improvement require investment 

in organised agricultural research at the national, subnational and farmers' 
field level, and in a 'network' approach of training and research at the 
regional level. it is of critical importance in improving the productivity of 
agriculture. Although it requires substantial resources, both physical and 
human, it is an extremely high-yielding investment, one of the best that a coun- 
try or a group of countries can make in achieving economic growth. At the Delhi 
Regional Meeting I talked about building a research communication and training 
network to promote wider cooperation and dissemination of information in the 
sphere of agricultural research among the Commonwealth countries. Among other 
things, I talked about establishing a Regional Commonwealth Gene-Bank for plant 
and microbial life and setting up regional coordinated pest-pathogen monitoring 
service and a Commonwealth Documentation Centre, I am happy to learn that you, 
Mr Secretary-General, have alreedy appointed an Expert Group in this regard 
which will have its first meeting in Dacca on the 14th of February. Modern 
farming is a complicated affair; the biology of agiiculture is not simple. Nor 
can the physical and chemical requirement be learned as a one-shot process or 
too easily. An essential condition for a productive prosperous agriculture is 
an agricultural research system that is dynamic and, in the language of the 
economists, a continuous sequence of disequilibria. 


Our efforts for national food security has to be supported along with the re- 
search by investment in human capital. Additions to the stock of human capi- 
tal that improve the acquired quality of the people--the acquisition and up- 
grading of skills, on-the-job and institutional training, improvements in 
health--are high yielding investments in their contribution to increasing agri- 
cultural productivity. The practice of treating such investment as current 
consumption or welfare expenditure is misleading. It is a productive invest- 
ment with a very high rate of return. 














Excellencies, ladies and gentlemen, very often in our conferences or meetings 
at the national metropolis, the farmer is the forgotten man. As Professor 
Schultz puts it: "Ie is he who produces our food. It is he who knows his 
parcel of land and the terraces that protects his soil. This forgotten farmer 
is an indispensable economic agent in the modernisation of agriculture. He 
calculates his marginal costs and returns to a fine degree. The dynamics of 
agriculture in no small measure depend on the incentives and opportunities 
that farmers have to increase their production." The ultimate success or 
failure of the food-production programme of Bangladesh over the five year 
plan-period for example, will be determined by the extent to which the 7 mil- 
lion farm families respond to the incentives and institutional support pro- 
vided through national policies and by the magnitude of their participation 
in the developmental process through their own organisations like the self- 
reliant village government and the cooperative. 


This in brief is the strategy and programme that we have undertaken for national 
food security. I have pointed out the problems Loth external and ii.ternal that 
confront us in implementing this programme. Let me now turn to the rather un- 
satisfactory situation about world food security. I have already talked about 
the inadequate external resource flows to food deficit countries to accelerate 
agricultural production. Besides 


a) very little progress has been achieved in removal of trade barriers on 
agricultural commodities of special interest to developing countries; 


b) a new International Grains Arrangement is yet to be negotiated; 
c) food-aid convention target of 10 million tons is yet to be achieved; and 


d) The contributions to the International Emergency Food Reserve has fallen 
short of the minimum target of 5,00,000 tons. 


This being the state of affairs, I reiterate the stand of my government for a 
regional food security system. Such a system should inter aiia, provide for 
strategically located reserve foodstock improvement of storage facilities and 
development of mode of trausport at the national and sub-national level includ- 
ing construction of feeder roads. Increased bilateral Commonwealth assistance 
could help in the establishment of such stocks regionally as well as the setting 
up of storage and transportation facilites at the country-level. 


Let me now turn to another important item on your agenda, namely, rural devel- 
opment. At the World Conference on Agrarian Reform and Rural Development held 
in Rome in July, 1979, T had presented in detail our perception of the rural 
development process. In short, for an agrarian society like Bangladesh rural 
development forms the core of national development. It is a fundamental pro- 
cess of political, social and economic transformation of agrarian societies 

in which the main actors are the majority members of the societies themselves. 
Implicit in the process is redistribution or, in less polite terms, the giving 
up of power and resources by those who now control them. [t emnnasises in- 
creasing the largely untapped productive capacity of the majority of the rural 











population. A reservoir of creativity exists among them and their increased 
participation in decision-making in all phases of local, economic, political 
and social activities will provide them with the awareness and incentive to 
channel their energy most effectively. It is my firm conviction that given 
the political will and necessary dynamism, it is possible over time to incor- 
porate more and more people in the development process and concurrently im- 
prove the quality of life of the vast majority of the people. 


In such a development strategy centred on majority population, the key re- 
sources to be mobilized are the people themselves the small farmers the share- 
croppers, the artisans the fishermen, the landless agricultural labourers, and 
the women. The proposed food production programme which aims at bringing two- 
thirds of the land area under seed-water fertilizer technology will elude Bangla- 
desh if millions of small farmers are not able to adopt the technology and obtain 
the material input through adequate access to resources and services. Moreover, 
the sheer logic of generating effective demand for increased production must 
oblige us to generate employment and income in rural Bangladesh on a grand 

scale. Beside institutional reforms like guaranteeing tenurial rights to 
sharecroppers, rationalised land and water use through village-level planning 

by Swanirvar Gram Sarkars and cooperative farming which we are pursuing the 

rural population with little or no access to land have to be organised and 
trained to undertake water-control projects, manage available water resources 
including irrigation equipment deal with required input supply, engage in 
trades, services and appreciate agri-support and agro-based industries and 

thus gradually diversify the rural economy to fishery forestry and rural indus- 
tries. 








Similarly, it is said that women invented agriculture when men no longer pro- 
vided enough food by hunting. Yet, we frequently overlook the importance of 
the role of farm-women. Women, as the Chinese say, hold up half the sky. They 
must be organised so that their creative energy could be channelled in our 
concerted struggle for production. 


Mr Secretary-General excellencies, ladies and gentlemen, these are some of the 
issues which I wanted to bring to the attention of the meeting. The community 
of Commonwealth has in its fold both developed and developing countries with 
diverse and varied socio-economic and cultural background and heritage. With 
such diversity and wealth of experience it should be able to chart out a co- 
operative programme for eliminating once for all poverty and hunger. The task 
before us may seem to be of staggering magnitude, but given the political will 
and commitment we should be able to transform together the agrarian structure 
of the developing countries in the Commonwealth. The countries have potential, 
the people are willing to strive and make sacrifices for a better future. 

But given the constraint of resources, we cannot progress in isolation. We 
must join hands in our attempt to incorporate the rural majority of Asia and 
Africa in the development process. Let not development pass them by as it did 
in the last two decades. 


CSO: 4220 
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NATLONAL STRATEGY FOR AGRICULTURAL DEVELOPMENT 
Dacca THE BANGLADESH OBSERVER in English 11 Feb 81 p 8 


[Text] 1. In 1974 in Bangladesh children went hungry, malnutrition was 
endemic and people died of starvation. A national food-gap of 1 million tons 
cf the 1960s widened to an average of 1.5 million tons in the 1970s, and in 
1974 the gap assumed almos’ uococgeable proportions. Yet throughout much 

of the country fertile soi criss-crossed by rive~s and canals overlie massive 
reserves of excellent grow vater. High radiant energy, a temperature range 
suitable for year-round cro; ,:oduction and an abundance of labour could be 
combined to produce crop yield equal to or higher than those of most Asian 
countries. But the fact remains that in the sixties and the seventies, food- 
grain output increased by 1.5 percent compared with annual population growth 
rate of 2.5 to 3 percent. Why has it been so? 


2. The reasons are many--political, structural and bureaucratic. The most 
important however is the lukewerm nature of government commitment to agricul- 
tural development. Despite the rhetoric about priority being given to agri- 
culture, public sector investment in agriculture declined over the years in 
the seventies. Major programmes such as fertilizer or irrigation equipment 
supply suffered from stop-and-go financing thus illowing inflation to erode 
cost estimates, fund allocations and profitabilicy. In blunt terms, the poli- 
tical will has not been there as reflected in inadequate investment, in the 
lack of institutional reforms and organisation o/ the rural farming communi- 
ties and in the absence of a rural and small farmer bias of the development 
plan. Agri-support industries have been virtually non-existent. 


Dependence on import for vital equipments and spares stunted the growth poten- 
tial of irrigated acreage. Uncertainty regarding timely availability of seed, 
fertilizers, diesel fuel and electricity; uncertainty of market prices at the 
time of harvest; absence of government food-grain procurement with support 
price till the luter part of the seventies; inadequate transport system as 
well as lack of godown-space and drying facilities, save beer the major fac- 
tors restraining farmers from investing fully or at all in the seed-based 
technology. 


3. The above has been further compounded by structural constraints. 
i) The predominance of subsistence family farming and heavy pressure of popu- 


lation on land have led to a shrinking land-n a ratio. The ratio has declined 
to 0.29 acre in 1979-80 from 0.40 acre in 1969-70. Whe must be organised on a 

















cooperative basis to optimally utilise the modern technology particularly 
irrigation water, 


if) Land-ownership and land=tenure patterns have acted as disincentives to 
the adoption of modern technology. According to the Land Occupancy Survey 

of 1978, 29 percent of rural households owned no land (other than homestead); 
33 percent owned less than one acre but 3 percent of households having 5 

acres and above owned 25 percent of the cultivated acreage. Besides, 23 per= 
cent of the cultivated land is under sharecropping. The share-cropperse have 
neither security of tenure, nor do they get a fair share of their produce. 
Unless the large segment of uniortunate rural households is given a reason- 
able share of land and/or other rural assets and in the opportunities for 

rural income and employment, the problem of hunger and malnutrition cannot be 
wished away. In the minim, the emll farmers, the share-cropperse and the 
agricultural labourers have to be organised and trained, for example, to under= 
take water-control projects, manage available water resources, deal with re- 
quired input supply, engage in trades and services and thus gradually diversify 
the rural economy into fisheries, forestry and rural industries. 


iii) Another institutional constraint is that the majority emall farmers lack 
the access to institutional credit to invest in modern agriculture. 


4. The bureaucratic deficiencies Like weak project planning and monitoring, 
delays in procurement of vital supplies, inefficient delivery and distribution 
system, low capacity utilisation of existing facilities, lack of coordination 
within and between agencies, and absence of proper organisation of the agricul- 
ure sector as a whole which crosses many agencies are too well-known to be 
dilated upon any further. Two major weaknesses, however, are, first, the tenu- 
ous linkage between research and extension and the lack of skilled man-power 
and management. Even worse, the deployment and utilisation of the available 
man-power resources have been rather poor, pre-service, on-the-job and in-service 
training have been far below requirements, both in quality and in numbers bene- 
fitting. 


The Objectives of the Second Pive-Year Plan 


5. It is this back-drop of the past that we have adopted an agriculture led 
growth strategy in the Second Five-Year Plan. Within agriculture, the focus 
is on food-grains production and simultaneous intensification of the production 
of pulses, oil-seeds, vegetables and potato. Research efforts which has so far 
concentrated orice, jute and wheat will further be strengthened to evolve 
technical packages for vertical increase in the yield of pulses and oilseeds 
so necessary for outritional balance. Pending varietal break-through we have 
launched a programe from this year of improved cultural practices which can 
impressively increase the yield of locally selected varieties of pulses and 
Oil-seeds. Further, by increasing per acre yield of jute we will meet the 
needs of the industries and of export and will release more land for food 
grains cultivation. 











6. We aim at increasing the food-grains production over the 5 year period 
from the bench mark of 13 million tons to 20 million tons with a minimum 
guarantee of 18 million tons under adverse weather. This will mean an annual 
Browth rate of 6.5 percent against the less than 2 percent annual growth-rate 
over the past three decades, The targetted production-level may seem ambi- 
tious, but as stated earlier the past performance is more a reflection of 
misplaced priorities, misdirected policies and mismanaged programme rather 
than of low growth potential. The absolute potential with the known technol- 
ony, taking into account the climate=-soilewater regime is about three times 
the present national averages. The expected production increases are about 
two thirds from increase in average yields and the remainder from higher 
cropping intensities. In the short run wheat and high yielding variety a man 
are the two major contributing crops to the increased production level. It 
may be emphasised here that thie drive for increased cereale production should 
not have any marked adverse impact on other crops, i.e. pulses, oil-seeds etc. 
ae there are vastly expanded opportunities for higher cropping intensities 
through provision of irrigation during the dry season and provision of drainage 
and flood-control in the monsoon season. 


The Strategy 


7. <A major improvement in the agricultural productivity can be achieved only 
through the provision of a modern technological package well adapted to parti- 
cular soil and water-regimes, and applied by skilled farmers given adequate 
institutional and marketing support. 


8. The core of this technology is high yielding variety and seed and nutrients. 
The security needed by farmers for this investment in technology will be pri- 
marily provided through expansion of irrigated acreage and through drainage 

and flood control. This will have to be backed by improved arrangements for 
input supply, training and organisation of farmers, adaptive research and mar- 
keting and price-support. 


9. Government |words illegible) at che highest level to agriculture-led 
growth is best indicated by the substantially increased allocation of resources 
to th agriculture sector in the SFYP. The Food production programme over the 
wext five years envisages a total net investment of Tk. 51,000 million or 

US. $3.4 billion. The Government have undertaken to protect this investment 
against cuts, even ifcuts in the over-all budget are to be made. 


10. Irrigation coupled with drainage and flood-protection will be the spearhead 
of the improved agricultural technology. In this context, to lessen dependence 
on foreign supplies and with the objective of local manufacturing of engines 
and accessories in the country, government has issued licenses to five local 
entrepreneurs for manufacturing irrigation equipment beside the public sector 
enterprise of the diesel plant. We are already producing all the pumps we need. 
In line with the same policy and in order to involve the beneficiaries directly 
in repairing and maintenance of irrigation facilities a progr.ame for setting up 
workshops in the private sector including credit facilitics for purchasing equip- 
ments and tool:, for extending technical guidance and providing training to the 
mechanics has been undertaken from this year. 


10 
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11, Similarly, input supply is being progressively handed over to the pri- 
vate sector to the extent possible. Government have already handed over pes~ 
ticides and retail fertiliser distribution to private sector along with the 
sale of shallow tubewells. Arrangements are in progress regarding the sale 
of deep tubewells and low-lift pumps to cooperative groups of individual 
farmers, In order to purchase these supplies and equipments we have taken 
steps to increase the availability of credit to cooperative farmers and sup- 
pliers by increasing the total stock of credit, opening up more credit chan- 
hele and liberalizing credit procedures, Scheduling of credit to cover 
farmers’ annual multicrop production programme is also being initiated. 


12. Purther, to ensure the growers a fair price government have undertaken 
to construct feeder and access roads to markets and procurement centres as 
well as to increase the government grain storage capacity including improve- 
ment in storage management. Besides, the private grain-tradere are being 
encouraged through access to credit for trading and construction of private 
storages. 


13. The bureaucratic set-up of the agriculture sector is being reorganised 
so that the available management and technical cadres could be deployed more 
effectively. On-the-job and in-service training including management train- 
ing is being inetitutionalised for all kinds and levels of personnel. Agri- 
culture research and extension efforts is being intensified and their linkage, 
established through emphasis on adaptive research, on field demonstration and 
extension of the training and visit system throughout the country. 


14, For better coordination among the agencies at the field and implementa- 
tion level, Government have appointed Ministers as Chairmen of District Agri- 
cultural Development Committees, created the post of District Development Co- 
ordinator occupied by a Member of the Parliament and revived the Thana and 
Union planning system for the identification and execution of schemes under 
the Thana Works, Irrigation and Land Use Development Programmes. 


15. The ultimate success or failure of the plan will, however, be determined 
by the extent to which the 7 million farm families respond to the incentive 
provided in the plan. Their participation in the plan will be encouraged by 
reinvigorating the cooperative movement; involving the Swanirvar Gram-Sarkars 
and vigorous motivation efforts by political leaders. President himself has 
launched the movement for production and the people have been mobilised. 


16. The above in brief is an outline of the strategy. The main ingredients 
of the programme and input targets are outlined below. 


The Programme 


A. Inputs 





17. Water control, as has been stated earlier, is the spearhead of improved 
crop production technology. Development, control and efficient utilization of 
water resources will constitute the most important element of the food produc- 
tion strategy. Almost two-thirds of the projected incremental production is 





directly attributable to water development programmes. The irrigated area is 
proposed to be doubled (from the current 3,2 m acres to 7.2 @ acres in 1984-85), 
ln addition, about 2.0m acres are to be provided with drainage and flood con- 
trol facilities. 


16, Within the irrigation programme, the priority over the plan period will be 
for minor irrigation (LLPs, DTWe, STWe and WiWs). Minor irrigation will 

account for about 80 percent of the incremental irrigated area, 50 percent of 
the increased production is directly attributable to minor irrigation. Greater 
emphasia is being given to low-unit-cost, quick-yield, divisible and technically 
simple minor drainage and flood control worke. The unit-cost will be $200 per 
acre for drainage plus $250 per acre for irrigation. 


19. All-out efforte are being made for improve’ capacity utilization of exist~ 
ing and proposed irrigation facilities including the promotion of supplementary 
irrigation for the aus and aman crops. Special attention will be given to 
‘doveloping farmers’ organisations and co-operatives to promote optimum use of 
investments in irrigation. Promising results have been obtained from pilot com- 
mnd area development echeme in the North-west. These efforts will be intensi- 
fied and expanded on a countrywide basis. 


20. Diesel requirements for operation of the irrigation equipment are esti- 
mated to increase to about 70m gallons in 1984-85 from the current 28m gallons. 
High priority is given to rural electrification. About one-third of the coun- 
try's villages are expected to be electrified during the plan period. 


21. While the main emphasis in the Food Plan will be on water resource develop- 
ment, rainfed agriculture will still have to play an important role. The current 
momentum for expansion of rain-fed wheat acreage and production will be supported 
and maintained. Accelerated adoption of HYVs for aus and aman will also be 
emphasised, as well as of improved cultural practices for producing higher 
yields. Production increase through rain-fed aus, aman and wheat including 
incremental output through improved cuitural practices is estimated at 2.5 
million tons. 


22. Fertilizer use in 1984-85 is projected to increase to about 1.9m tons from 
the 1979-80 actual of 842.000 tons. To support the large expansion in the vol- 
ume of fertilizer to be distributed, fertilizer storage will be increased. A 
special programme is under way to improve the fertilizer-related transport 
infrastructure. <A study with the support of I.F.D.C. is in hand on optimizing 
the efficiency of fertilizer used and further improvement of marketing and dis- 
tribution. 


23. Demand for institutionally supplied HYV seed is expected to increase from 
the current 6,200 tons to about 58,000 tons by 1984-85. 


24. Agricultural credit requirements from institutional sources are expected 
to rise sharply. Medium-term credit requirements for financiug the purchase 

of irrigation equipment and agricultural implements will asount to about 

Tk. 2,500 million (on constant 79/80 prices). The volume of short-term crop 
loans is expected to more than double over the current level of about Tk. 1,500 
million per year. 











Bh. Research, Extension and Training 


25. To support the food production drive during the plan and for sustained 
Browth, particular emphasia will be given to situation specific adoption re- 
search based on feedback from the extension service. Research programmes 
will aleo emphasize cost-effective farming techniques, To support Longer 
range nutritional objectives, vigorous research programmes on noncereal food 
erope (particularly pulses, oilseeds, vegetables and fruits, will be pursued 
so that suitable technical packages will be available for a big push with 
these crops once cereal self-eufficiency is achieved. 


26. Parmers' training is being organised on a regular basis through the train- 
ing and visit system, Thana-based model farmer training and short institutional 
training of progressive farmers at Thana Training Unite and Agriculture Exten- 
sion Training Institutes, Training programmes will be constantly under review 
and existing facilities for both technical and sub-technical personnel of the 
Extension department will be expanded. 


Progress achieved in 1979-80 and in the current year 


27. Considering the growth performance of the past, the above programme is 
undoubtedly ambitious. However, judged against the most conservative estimates 
of national production potential and technical resources base, it is realistic. 


28. This is clearly demonstrated in the performance of millions of farmers over 
the last year. Wheat production in 1979-80 has gone up from 480,000 tons in 
1978-79 to 800,000 tone. We are aiming at 1.8 million tons production Level 

in 1980-81 whereas the medium term food production plan envisages a production 
target of around 2 million tons in 1964-85. Seed back-up for this massive pro- 
gramme has already been arranged. As against 380,000 mds. of wheat seed dis- 
tributed last year, the distribution programme for the ensuing Rabi season is 
of the magnitude of more than 1 million ads. 


29. The estimated production figure of boro of 1979-80 is 2.5m tons and that 
of last aus is }.lm tons. Aman production of 1980-81, is estimated at a 
range between 7.5 and 7.8 million tons. 


3%. The innovative seed multiplication programme for intensive aman areas 
through the Union Parishads, Cooperatives, and Contract farmers have resulted 
thie year in large-scale cultivation of HYV aman, particularly BR-4. Bangla- 
desh Rice Research Inatitute (BRRI) has also recently introduced new varieties 
like BR-9, BR-10, and BR-11 which are being multiplied by contract grovers. 


31. Ower the last two years the expansion of irrigation, drainage and flood 
control has been substantial. President's canaldigging programme through 
mase-mobilisation has expanded vastly the surface-water availability. In 1979-80 
36,500 low-lift pumps were fielded as against 35,000 of the year before. In the 
@nsuing Rabi season the target is about 40,000 units. 
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32. Aa for exploitation of ground-water reserve the programme for shallow 
tubewe!! in 1980-41 is additional 17,000 numbers by February 1, 1981 compared 
to the cumlative total of 22,000 nos, of existing welis. The numbers of deep 
tubewells in 1980-8) will also conform to the projection for the medium-term 
production programme, More important, due to better management command area 
has improved considerably. 


33. As has been stated earlier, shallow tubewells are on 4 sale-programme at 
cost-price. The credit is being channelled through the banks. Banke dealing 
with such credit have been allowed exemption from registration fees and deed- 
certification tax, Newly inetalled deep tubewells are aleo on sale at 4 sub- 
sidised price. Between November, 1980 and March, 1981 we propose to sell 
5,000 number of low-lift pumps. The pricing for D.T.We 6 L.L.Pe has been done 
in line with the pricing of shallow tubewells. By 1984-85 all the 51,000 
unite of low-Lift pumps will be owned by cooperatives or farmers’ groups or 
individual farmers. Government by policy is giving positive preference to co- 
“operatives in the sale of irrigation equipments so that emall farmers can 
participate. in fact, it is expected that ownership of such equipments will 
atrengthen the cooperative organisation of the farmers. This is a major con- 
sideration, beride technological one, for the deep tubewel! programme of addi- 
tional 16,000 unite in the Second Five-Year Plan. Given the physical lay-out 
of our land, optimal utilisation of deep tubewell will inevitably entail the 
participation of the emall and even marginal farmers. However, as a policy 
objective we will not invest in deep tubewell where shallow tubewell is possi- 
ble. There is a caveat here. Optimal exploitation and utilization of ground 
water along with management capability of the farmers’ group are two basic 
criteria for such decision. Purther, government is formulating relevant policy 
proposals for levying water charges for large and medium irrigation projects. 


%. In 1979-80 the modality of fertilizer distribution was radically changed 
through privatization of the marketing system. Beside, we are working through- 
out with 3 to 5 months buffer-stock. The stock prospect for the current year 
is good. Government is committed to gradual reduction of subsidy being given 
to fertilizers. Two factors have influenced such a decision to be taken. First, 
the benefit of subsidy on fertilizers had so far been reaped by the rich farmers 
who can well afford to pay more and secondly, low price of subsidized fertili- 
zore tended to lure such vital inputs to more lucrative markets. Fertilizer 
price hae, therefore, been increased further by about 23 percent or more across 
the board from November, 1980. But there should be constant review as to how 

it might affect the farmers’ offtake particularly when a proper output price 
cannot be guaranteed. 


| 35. For example, in the current wintercrop season, the farmers will be charged 
23 percent more for fertilizers. In addition, they will have to pay 67 percent 
more for diesel fuel due to global increase in prices of oil and double the ren- 
tal charge of low-lift pumps and deep tubewells compared to last year. The 
Government has fixed the procurement price of foodgrains keeping in view the 
increase in price of the inputs mentioned above and the annouced price wil! 
still give the farmers an adequate return. However, how auch can the Government 
procure now, given the present storage situation? It is important to have 
empirical and progmatic review of a specific situation before prescribing any 
global anewer for all time to come. 














Investment Constraints 


36. The above delineates briefly some of the positive features in input dis- 
tribution programme over the last year and the current year. The training, 
research and the inetitution building programme with emphasia on the coopera~ 
tives and the training and visit system have been sketched out in the discus- 
sion on the objectives and the programme. The bureaucratic implementation 
capability ia being strengthened through Project Implementation Training scheme 
for the project managers and field supervisors. 


37. The investment requirement for such an ambitious but vitally necessary food 
autarky plan is huge. Obviously, the internal resources alone are not euffi- 
elent. Shortfall of resources for investment still remains a major constraint 
to the fulfillment of such a plan. The net investment requirement for the 
Medium term Food Production Programme is 3.4 billion U.S. dollar with an esti- 
mated aid requirement of 3.2 billion dollars. Aid already committed comes to 
1.7 billion dollars. The shortfall for the shallow Tube-Well Programme comes 
to 30 million dollar while that for the deep tubewells amounts to 150 million 
dollar. Unless the shortfall can be met quickly, particularly for the deep 
tube wells with at least six to eight months lead period between procurement 
and installation, the production programme would not be materialised to the 
extent of the reduction of irrigated acreage. It may be mentioned that the 
ratio of acreage covered by one unit of deep tube-well and one unit of shallow 
tube-well ia 1:7. 


38. Bangladesh today is on the threshold of an agricultural break-through. 
Can we take forward the momentum and sustain the same? We believe we can pro- 
vided our partners in development are willing to invest. 
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COMMONWEALTH SECRETARY HOLDS DACCA PRESS CONFERENCE 
Dacea THE BANGLADESH OBSERVER in English 11 Feb 61 pp 1,12 


[Text] Commonwealth Secretary-General Shridath S. Ramphal on Tuesday appre- 
ciated the “marvellous moves" made by Bangladesh in food production and food 
ecurity system, 


Addressing a Press conference within hours of his arrival in Dacca to attend 
the Commonwealth ministerial meeting on food production agriculture and rural 
development beginning today (Wednesday) the Secretary-General said that the 
Commonwealth Secretariat would supplement the Bangladesh's efforts in food 
production and food security system. He thanked Bangladesh Government for 
hoeting the Commonwealth ministerial meeting in Dacca. 


Mr Ramphal termed che Dacca meeting as “very important" and hoped that it 
would come out with "new ideas and strategies" for agriculture and rural de- 
velopment. He stressed the need for mobilisation of more resources in agri- 
cultural sector of the Commonwealth countries. 


The Commonwealth Secretary-General referred to the Brandt Commission's report 
which he believed responded to the challenges of the developing countries. 
Mr Ramphaj who was a member of the Commission said that the Brandt report 
dealt elaborately with agricultural problem, talked about land reforms men- 
tioned about the effect of price-hike and emphasised on political leadership 
to confront the challenges. He believed that the report held out both plan 
and vision of hope. 


Asked what kind of land reforms he would advise for the developing countries 
the Commonwealth Secretary-General said that it would depend on the "situa- 
tion and tradition" of the respective countries. But he underscored the 
importance of land reforms or food production and food security. 


In reply to a question whether aid cut by certain developed countries woulJ 
affect the agricultural sector in developing countries he said, "I don't think 
the aid flow from the developed countries would reduce alarmingly." He said 
that Canada, Japan and West Germany had already committed to increase their 
aid flow. He hoped that the new Administration in Washington which had 
announced to cut aid would revise its policy under the pressurc of public opin- 
ion within and outside the United States. Mr A.Z.M. Obaidullah Khan Secretary 
Ministry of Agriculture and Mr Mokammel Huq D:-ector of the Commonwealth Secre- 
tariat were present at the Press conference. 


CSO: 4220 
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BANGLADESH 


FOOD MINISTER TELLS OF DECREASE IN DEFICIT 
Dacca THE BANGLADESH OBSERVER in English 11 Feb 81 pp 1, 12 


[Text] WNarsinghdi, Feb. 10--Country's food reserve was expected to reach 18 
lakh tone by June this year, Food Minister Abdul Momen Khan said today, reports 
BSS. 


Speaking on the occasion of reexcavation of the two-mile long Noadia Itkhola 
Canal the Food Minister said food reserve in the country at the moment stands 
at 14 lakh tons. 


He said when completed the canal would facilitate irrigation of 1000 acres of 
land and grow an additional 50,000 maunds of paddy. Five hundred people par- 
ticipated in the work and it is expected that the reexcavation would be com- 
pleted within a month. 


Describing various steps taken by the present Government to increase food pro- 
duction, the Minister said canal digging, reexcavation of old canals, extension 
of irrigation facilities have received priority during President Zia's tenure. 
He said because of present Government's relentless efforts, food deficit has 
come down from 30 lakh tons a year to little over 10 lakhs. He said although 
population has grown by nearly two crore, the food deficit has been broug) t 
appreciably down. 


He said by next June, every thana will have a food godown. He advised the 


people to cooperate with the Government to implement its programme. Mrs 
Shahina Khan, MP also spoke on the occasion. 


CSO: 4220 
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BANGLADESH 


PALESTINIAN ENVOY THANKS DACCA FOR SUPPORT 
Dacca THE BANGLADESH TIMES in English 11 Feb 81 p 2 


[Text] Bogra, Feb 10--Ahmed Abdur Razzaque, Palestinian envoy in Bangladesh, 
has expressed his heartfelt gratitude to President Ziaur Rahman and Bangla- 
Jesh people for their continuous support to the struggle of Palestinians. 


He recalled the sacred sacrifices of Bangladeshi nationals who offered their 
lives in Palestinian struggle and said that the Palestinian people would 
materialise their sacrifice by achieving the objectives of Palestine struggle. 


He was speaking in an assembly organised by the Multiparty Committee to express 
solidarity with Palestinian an people held here on Sunday. [as published] The 
meeting was presided over by Mr Zahurul Islam President Bogra BNP, Mr Ali 
Aksad of Bangladesh Shanti Parishad and local politicians also spoke. 


Mr Razzaque criticised the Camp David accord and said it was intender to 
isolate the Palestinians from Arab world and destroy the PLO. But he said 
that Palestine people received heartfelt support from the world for their 
cause. It is the risk of the whole Muslim world to liberate the holy city 
of Jerusalem he added. 


Iraq-Iran War 


Referring to the Iraq-Iran war he said without having strong unity among the 
Muslim world none of their problems would be solved. He asked the Iran-Iraq 
Government to end the war and invest the war purpose expenditure in the devel- 
opment projects of Bangladesh. 


He criticised the foreign interference in Afghanistan and said that the Afghan 
people should be given an opportunity to frame their own fate without any foreign 
interference. He said that Palestinian people might win as they were fighting 
for justice. 


Mr Ali Aksad bitterly criticised the freedom fighters and supported the Barbak 
Karmal regime of Afghanistan in his speech. The audience made loud protest and 
spoke loudly against the Parbak Karmal regime and the audience did not allow 
Ali Aksas to continue to speak more. 


CSO: 4220 
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DETAILS OF BANGLADESH-CSSR BARTER PROTOCOL TOLD 


Dacca THE BANGLADESH OBSERVER in English 11 Feb 81 p 1 


[Text] Bangladesh and Czechoslovakia have signed in Prague a barter protocol 
envisaging exchange of goods worth 10.7 million US dollar each way during 1981 
according to an official message received in Dacca on Tuesday reports ENA. The 
size of the barter protocol represents an increase of about 60 per cent over 
that of the last year. 


The protocol was signed by State Minister for Commerce Tanbir Ahmed Siddiky 
and his Czechoslovak counterpart during the formers visit to Prague last week. 


Under the protocol Bangladesh will export jute and jute goods loose and packet 
tea semi-tanned and tanned leather, specialised textiles readymade garments, 
handicrafts, soap and detergents, spices show upper foot wear, jute carpets, 
industrial hand gloves, rubber belting safety matches, hard board, particle 
board, etc. In exchange Bangladesh will import items like pig iron, galvanised 
corrugated iron sheet, magnesia clinker refractory materials, raw films sani- 
tary ware, fittings, auxiliary materials for ceramic industry, scientific and 
laboratory equipments, turbine pumps, submersible pumps, diesel engines, cold 
storage plants, electrical equipments, etc. 


CSO: 4220 
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BANGLADESH 


COMPOSITLON OF FILM CENSORSHIP BOARD ANNOUNCED 
Dacca THE BANGLADESH TIMES in English 12 Feb 81 pp 1,8 


[Text] The Government has constituted the Jangladesh Film Censor Board for the 
vear 1981 with the Secretary, Ministry of Information & Broadcasting as its 
vhairman, it was learnt officially. 


The Board will have as its members two members of the Parliament including one 
lady MP to be nominated by the Speaker. 


Other members of the Board are: Vice-Chairman, Bangladesh Film Censor Board; 
Joint Secretary (Film), Ministry of Information 6 Broadcasting; Managing 
Director, Bangladesh Film Development Corporation; A representative (not 
below the rank of Deputy Secretary) of the Ministry of Cultural Affairs; 

A representative (not below the rank of Deputy Secretary of the Ministry of 
Home Affairs; Director General (External Publicity), Ministry of Foreign 
Affairs; Mr A. K. M. Zakaria, Mr Qamrul Hasan, Mr Obaidul Haq, Editor, BANGLA- 
DESH OBSERVER; Mr Shahadat Hussain, Editor, WEEKLY PURBANI; Mr Ahmed Humayun, 
President, BFUJ; Mr Shamsur Rahman, Editor, DAINIK BANGLA; Mr Firoze Noon, 
Principal, Political & Social Science Education Centre; Mr Mahboob Jamil, 

Mrs Nadera Kibria, Mrs Zeenat Ara Bhuiyan, Masuda Hossain, Chairman, Bangladesh 
Jatiya Shishu Sangathon; Mr Ali Zaker, Mr Mustafizur Rahman, President, Film 
Producers’ Association; Mrs Panna Kaisar: Dr Abdul Moyeen Khan, Associate 
Professor of Physics, Secretary General, Science Cine Club, Dacca University; 
Mrs Mahmuda Huda, Begum Shamsunnahar Ahsanullah Nawab Begum, Mr Amanullah 
Chowdhury, Secretary, BAFA and one Commissioner of Dacca Municipal Corporation 
to be nominated by the Mayor. 


This Board will start functioning with immediate effect. 
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TEXT OF FINANCE MINISTER'S SPEECH ON 1981-82 BUDGET 


Bombay THE TIMES OF INDIA in English 1 Mar 81 pp 7,8 





[Text}) The following is the text of the speech of the finance minister while 
presenting the budget proposals for 1981-82. 


Sir, 
It is my privilege, once again, to present the budget to this august house. 


2. The budget for 1981-82 has been formulated in an economic situation which 
continues to be difficult, but also shows great improvement over the desperate 
conditions prevailing a year ago. The “economic survey" presented to the house 
this week contains a detailed review of developmentr in the past year. I shall, 
therefore, only review the highlights of the economic situation as a background 
to presenting the strategy of next year's budget. 


3. Hon'ble members will recall that when our government took office in January 
1980, we inherited an economy in extremely poor shape. It was reeling from a 
disastrous economic performance in 1979-80, when the gross national product 
declined by 4.5 per cent, and prices increased by over 21 per cent. Neglect 
and mismanagement of the infrastructure had produced a crisis situation in key 
sectors such as coal, power and railways. 


4. Faced with this grim situation, our overriding objective was to arrest the 
deterioration and set the economy once again on the path of stability and growth. 
This was no easy task. The severe drought of 1979-80, and the accumulated prob- 
lems in management of the infrastructure, cast a shadow over 1980-81. 


Efforts To Improve Infrastructure 


5. Efforts to improve infrastructure performance deserved and received the 
highest priority in 1980-81. A mechanism for crisis management was established, 
with special administrative arrangements to monitor and coordinate government 
action in this area, and to set clear priorities. It took time for these efforts 








to bear fruit, but by the middle of the fiscal year, all the three sectors, power, 


coal and railways showed distinct improvement. 


6. Power generation suffered in the early months of 1980-81 because of very 
low hydro-electric generation. This was a direct consequence of the acute 








drought of 1979, which left the reservoirs severely depleted through the lean 
summer months of 1980, Hydroelectric generation picked up after July when 
most of the reservoirs were replenished by the monsoon. 


There was also a very substantial improvement in thermal generation. The 
problems of coal availability which had plagued thermal power plants during 
1979 were substantially overcome and rail movement of coal to thermal plants 
was organised on a priority basis. Strenuous efforts were also made to im- 
prove operational efficiency by initiating betterment and renovation programmes 
in the states with technical advice from Central agencies. As a result, ther- 
mal electricity generation in November and December 1980 was 21 per cent higher 
than in the same months in 1979. 


For the year as a whole, electricity generation is likely to show an increase 
of about 6 per cent over 1979-80. However, in the second half of 1980-81 
generation would be about 13 per cent higher tian the second half of the pre- 
vious year. 


/. Coal production in 1980-81 also shows a marked improvement. The production 
of coal and lignite had remained more or less stagnant at about 106 million 
tonnes since 1976-77. This frustrating spell of stagnation has been broken and 
production is expected to exceed 115 million tonnes in 1980-81. Better avail- 
ability of power was one of the important factors behind this improved perforn- 
ance. 


8. The railways have shown improvement in the movement of freight in recent 
months, breaking a pattern of deterioration witnessed over the past three 
years. 


9. Industrial production in 1980-81 reflected the progress made in removing 
infrastructure constraints. I have already mentioned that hydro-electric gene- 
ration was very low in the first three months of 1980-81 because of the deple- 
tion of reservoirs. The resulting shortage of power depressed industrial pro- 
duction through much of the first half of 1980-81. However, with the easing of 
infrastructure constraints in the second half of the year, industrial produc- 
tion has picked up. For the year as a whole, it is likely to show a growth of 
about 4 per cent. This compares with a decline of 1.4 per cent in 1979-80. 


Steps for Industrial Expansion 


10. In addition to efforts at improving infrastructure performance, the gov- 
ernment also took wide-ranging measures designed to create conditions conducive 
to rapid industrial expansion. Hon'ble members will recall that the budget for 
1980-81 contained specific fiscal incentives designed to encourage investment 
activity. This was followed by the industrial policy statement of July 1980 in 
which several promotional measures were announced. Steps were also taken in 
the course of the year to increase the flow of investment finance to industry. 


A new policy has been enunciated to permit investment funds from oil-exporting 
developing countries to flow into new units in selected industries in the form 
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of portfolio investment, The guidelines for issue of debentures were revised 
to permit more effective use of thie inetrument for mobilisation of funds, 


11. Although the promotional impact of these measures could not manifest it- 
self fully in 1980-81 because of infrastructure * sttlenecks, they have un- 
doubtedly set the stage for longer term industrial expansion in the coming 
years. [Paragraphs numbered as printed) 


The performance of agriculture in 1980-81 gives every ground for satisfaction 
and provides great reassurance about the basic health of thie vital sector of 
our economy, The weather in 1980-81 was favourable in most, but by no means 
all parte of the country, and thie created conditions conducive to an agri- 
cultural recovery. The total production of food-grains in 1980-81 is likely 
to exceed 132 million tonnes, which is more than 23 million tonnes higher than 
in 1979-80. It will surpase the previous peak level achieved in 1978-79, and 
yet weather conditions were less favourable than in that year. The gains in 
foodgrains production in 1980-81 have been accompanied by a very substantial 
recovery in sugar cane production. Production of fibre crops wae aleo good. 


Good Performance in Agriculture 


13. This excellent performance testifies to the soundness of the agricultural 
strategy we introduced in the late sixties. This strategy was vigorously pur- 
sued in 1980-81. A concerted effort was made to ensure adequate production of 
quality seeds. The area under high-yielding varieties was expanded to 48 mil- 
lion hectares compared with only 35.2 million hectares in 1979-80. Large im- 
ports of fertilisers were undertaken to supplement domestic production. Fer- 
tiliser consumption in terms of nutrients is estimated to have increased from 
5.26 million tonnes to 5.6 million tonnes. Expansion of irrigation received 
specia! attention and the agricultural extension machinery was strengthened to 
ensure a more effective transfer of technology. 


14. The excellent performance of agriculture, combined with the beginning of 
a recovery in industry, is likely to produce an overall growth of 6.5 per cent 
in the gross national product. This is an important achievement, but I must 
caution against complacency. The progress made needs to be consolidated, and 
further momentum must be built up if the recovery of 1980-81 is to mature into 
full-fledged growth next year. This calls for a realistic assessment of the 
strength, as well as the weakness, of the economy. 





15. The economy continued to be subject to inflationary pressure during 1980- 
81 although Lhere can be no doubt that there was a marked improvement over 
1979-80. The increase in prices during 1980-81 up to the end of January, 1981, 
has been 13.5 per cent. It was nearly 20 per cent in the same period of the 
previous vear. 


Inflationary pressures were particularly severe in the first half of the year 
because of the after-effects of the drought of 1979 and this was especially 
evident in the behaviour of sugar, gur and khandsari prices. With the improve- 
ment in the supply situation in the second half of the year, there was a definite 
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improvement, Prices declined from the middle of October to the end of Decem- 
ber. They have risen since then, partly because of the unavoidable increase 
in petroleum prices effected in January. However, in recent weeks, the in- 
crease in prices has moderated, 


16. I must caution, however, that although inflation has abated, it has not 
been overcome, The economy remains subject to continuing cost push pressures, 
including especially the transmission of international inflation through ris- 
ing prices of oi] and other essential imports. Since these cost push pres- 
sures are likely to persist, continued vigilance ia required in the coming 
year. It is essential to evolve a strategy for coping with cost push infla- 
tion effectively by tackling the problem at ite roote. This is not only a 
matter of demand management. It aleo requires an all-out effort to increase 
efficiency and achieve higher productivity. 


17. Monetary and credit policies in 1980-81 were tailored to the requirements 
the inflationary situation and commercial credit was strictly regulated. In 
sddition, steps were taken to ensure that the distribution of bank credit con- 
forme to our economic and social priorities. The Reserve Bank has evolved 
guidelines to ensure that an increasing share of priority sector credit is 
directed to weaker sections, especially those identified in the 20-point pro- 
gramme. According to these guidelines, 40 per cent of the priority sector 
lending is to be earmarked for the agricultural sector. A half of the direct 
lending by commercial banks to agricultury and allied activities will be 
directed to small and marginal farmers and agricultural labourers. 


Reorganisation of LIC 


Furthermore, 12.5 per cent of the total credit advanced to smalliscale indus- 
tries will be reserved for rural artisans, village craftemen and cottage 
industries. 


18. The expansion of banking in the rural areas is continuing and the programme 
of establishing regional rural banks has been accelerated. There were only 60 
such banks at the end of December, 1979. There will be 100 by the end of March 
1981. Another 25 regional rural banks will be established in 1981-82. It is 
proposed to increase their number to 170, covering 270 districts, by the end 

of the sixth plan. 


A notional bank for agricultural and rural development will be established as 
an apex institution to meet the credit needs of the rural community and a bill 
to this effect will be introduced shortly. 


19. This is an appropriate occasion to inform the house that we have decided 

to undertake a major reorganisation of the Life Insurance Corporation to strengthen 
its ability to meet the challenges of the future. The corporation has an 
impressive record of extending insurance services to the community. In the 

process it has grown very considerably in size. It has, therefore, become 
desirable to restructure the corporation into more managecbie units in the 

interest of operational efficiency and also to allow an element of healthy 
competition. 


2k 











Accordingly, we have decided to reorganize the corporation into five inde- 
pendent unite with a coordinating body to provide supervision and guidance on 
matters of common interest. 


I have no doubt that these changes will improve the quality of service rendered 

to policy-holdere. This reorganisation will impart a greater degree of dynamiem 
into the working of these institutions and this will help to extend life insur- 

ance into the rural areas where only limited neadway has been made so far. 


20. The balance of payments situation facing the country gives cause for con- 
cern. Rising prices of imported oil have added enormously to the external 
payments burden on the economy. The import bill for crude oil and petroleum 
products is Likely to reach Re 5,600 crores in 1980-81, compared with only 

Re 1,677 crores two years ago. Most of the increase is due to the increase in 
oil prices. The total import bill in 1980-81 is likely tobe around Re 11,300 
crores, whereas exports are projected to be only Re 7,100 crores. 


Re 70 Cr. Provided for Ex-Im Bank 


Even after allowing for the surplus on net invisible, the country has to finance 
a balance of payments deficit of Rs 2,000 crores in 1980-81. This is much 
larger than the amount of external assistance available and it has led to a 
significant drawdown of foreign exchange reserves. 


It is, therefore, essential to evolve a strategy for bringing the balance of 
payments under control. The government has already taken a number of steps in 
this direction. 


21. High priority has been accorded to oil and natural gas exploration in 
order to reduce our dependence on imported supplies as much as possible. The 
Oil and Natural Gas Commission has found evidence of hydrocarbons in several 
structures both offshore and onshore. It is essential to pursue the explora- 
tion and development effort with all the resources at our command. 


To this end, an ambitious programme is envisaged for the Oil and Natural Gas 
Commission and 011 India Ltd. THe urgency of the situation is also such that 
the government has decided to supplement our domestic capability by engaging 
foreign parties on contract, on a production sharing basis, to hasten the pace 
of exploration and development of potential oilfields. It is expected that the 
foreign companies selected under this scheme will commence work in the second 
half of 1981-82. 


22. The balance of payments situation also calls for strong support to exports 
and the government has taken several important initiatives in this regard 
recently. Hon'ble members will recall that in my budget speech last year I 
stated that the government had taken a decision to establish an export-import 
bank to assist inthe financing of international trade. The details of this 
proposal have now been worked out, and it is proposed to introduce a bill in 
the current session for setting up the Export Import Bank as a statutory 
corporation. I am providing Re 70 crores in the budget for this purpose. 
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23. There is also considerable scope for import substitution by increasing 
domestic production and expanding capacity in sectors such as steel, cement, 
fertiliser, nonferrous metals and oilseeds, This is being vigorously pursued. 


24. The strategy of the budget I am about to present flows from my assese~ 
ment of the etate of the economy. We have come out of the crisia situation 
which prevailed a year ago. The agricultural sector has recovered and is 
well poised for continued growth. The industrial recovery ie as yet partial, 
but the various policy initiatives already taken have created conditions 
favourable for an industrial revival. With further improvement in infrast ruc- 
ture performance, the constraints on industry in the coming year should be 
substantially eased. The emphasia in 1981-82 must therefore shift from crisis 
management to growth. 


25. The taske ahead of us have been clearly indicated in the sixth plan, which 
has now been approved by the National Development Council. The plan establishes 
a target of 5.2 per cent growth per annum and calle for an ambitious public- 
sector investment programme of Re 87,500 crores. As in the past, agricultural 
development, with special emphasis on the weaker sections, is the centrepiece 
of our development strategy. 


Pernicious Growth of Black Money 


But the sixth plan also identifies some other areas which have become especially 
critical. The energy-transport system comprising such critical sectors as 
power, coal, oil, ports and railways, requires massive investments if these 
sectors are not to become a constraint upon economic growth. 


26. The budget must make a beginning in undertaking these large and urgent 
tasks. But it must do so in the full knowledge that the threat of inflation 
has not been fully overcome. The fiscal deficit should, therefore, be kept 
within tolerable limits. At the same time, taxation must be used judiciously 
so that it does not fan the flames of inflation as happened in 1979-80. 


27. Along with fiseal discipline we must also take steps to encourage the 

flow of private savings into the financial system. Only thus canwe ensure 
adequate availability of noninflationary financing to meet the rapidly-expanding 
needs of the economy. This flow of resources into the financial system is 
threatened in two ways and we must tackle both. 


28. First of all, it is threatened by the pernicious growth of the black econ- 
omy. This generates income flow which cannot easily surface in the financial 
system and are, therefore, directed into socially-harmful activity such as 
hoarding, profiteering, speculation and wasteful consumption. This only 
stokes the fires of inflation. The government had recently taken a major 
initiative to direct some of the resources circulating in the black economy 
into the public exchequer through the sale of special bearer bonds. 


Further action on a wide front is necessary to check the goneration of black 
money so that this social evil is progressively eliminated from our society. 








29. A second impediment to financial savings is the existence of high rates 
of inflation, In an inflationary situation, it becomes essential to provide 
adequate incentives to financial savings. Since bank deposite are the moat 
important single mechaniem for financial savings, it has been decided to raise 
the interest rate on maturities from one and up to five years. An announcement 
to thie effeet is being made by the Reserve bank. The interest rate paid on 
deposits above one-year maturity and up to two years will be raised from 7 

per cent at present to 7.5 per cent. The rate paid on deposits above two 
years and up to three yeare will be raised from 7 per cent at present to 8.5 
per cent, the rate paid on deposits above three years maturity will be 

raised from 8.5 per cent at present to 10 per cent. 


Encouragement tu Lowei-Term Savings 


Ww. The interest rate paid by banks on deposits above five years is unchanged, 
but 4 new national savings certificate will be issued with a maturity of six 
years which will carry an interest rate of 12 per cent. This will provide the 
necessary incentive for encouraging lower term savings. 


31. In addition to these measures, I propose to raise the interest rate 
ceiling on debentures from 12 per cent at present to 13.5 per cent. Thies is 
in line with the other interest rate changes proposed, and it will encourage 
large industrial unite to raise their requirements of investment finance 
through their own efforts. It is essential that these units, which have the 
capacity to mobilise resources through the financial markets, should make 
greater efforts in thie direction and thus reduce the burden on the term- 
lending institutions. 


32. At present, public companies are permitted to accept deposits from the 
public up to 25 per cent of the aggregate of their paid-up share capital and 
free reserves. They are aleo allowed to accept deposits up to 10 per cent of 
the paid-up capital and free reserves either from their shareholders or from 
others when guaranteed by a director of the company. These Limits do not 
apply to inter-company deposits. These provisions governing company deposits 
will be continued. However, it is proposed to impose a ceiling of 15 per cent 
on the interest rate which can be paid on these deposits. The requisite 
orders giving effect to these decisions are being issued. 


33. As a further step in facilitating investment in industry we have decided 
to relax the requirement under the stock exchange guidelines that promoters 
can only hold a maximum of 40 per cent of the equity of a new company. This 
provision conflicted in some cases with the requirement of the financial in- 
stitutions that promoters put up 4 minimum percentage of the total cost of the 
project. This potential contradiction between two different requirements had 
given rise to considerable difficulties in the implementation of new projects. 


In order to overcome these problems, promoters will be allowed to hold higher 
equity than the 40 per cent limit during the initial stages of a project. 
However, equity holdings above 40 per cent will have to be divested within 
three years from the date of commercial production by an offer of sale to the 
general public. This rationalisation should speed up the implementation of 
new projects in industry. 














M4. 1 am confident that these wideranging measures will help to encourage the 
flow of savings into the financial system and increase the availability of 
funds for industrial investment, They create highly-favourable conditions 
for growth in the coming year. 


35. Having outlined the broad approach I have adopted in formulating the 
budget and some associated policy initiatives. I will now turn to the revised 
estimates for 1980-8) and the budget estimates for 1981-82. 


%. The budget estimates for 1980-81 had envisaged a deficit of Re 1,445 
crores, However, as 4 result of discussions between the states and the plan- 
hing commission, the state plan outlays were increased in a number of cases. 


Central assistance for state plans was increase’ by Re 310 crores. We have 
also to provide additional assistance of Re 58 crores to the Rural Electrifi- 
cation Corporation. The provision of short-term loans to the states for supply 
of agricultural inputs also had to be increased by Re 25 crores. 


57. In addition, the Central government has to provide assistance of Re 90 
crores to the states to help in flood relief work. Special loan assistance of 
Re 7/6 crores is being provided to certain north-eastern states, including Assam, 
to meet the gap in their resources caused by their exceptional difficulties. 


38. A larger provision for subsidies is being made than originally envisaged. 
The provision for net outgo on imported fertilisers is being increased by Rs 104 
crores. The provision for food subsidy on controlled cloth and provision for 
cash compensatory support and market development for exports are also being 
increased by Re 110 crores. 


39. The provision for defence expenditure has to be increased by Re 200 crores. 
40. The financial position of certain public-sector undertakings did not show 


the recovery anticipated at the budget stage. Additional non-plan assistance 
of Rs 104 crores to these undertakings has, therefore, become necessary. 





41. Turning to the Central plan expenditure, I am happy to inform the house 
that expenditure in crucial sectors like power, coal and petroleum has been 
satisfactory. The house will also be happy to note that the level of disburse- 
ments of the Agricultural Refinance and Development Corporation has far exceeded 
the initial budget estimates and I am, therefore, providing an additional Rs 126 
crores to the corporation. 


An additional provision of Rs 50 crores is being made for the Industrial Devel- 
opment Bank of India to enable it to meet its rising commitments. In certain 
sectors like steel and civil aviation, there has been a shortfall in internal 
resources generation and budgetary support for their plans has to be signifi- 
cantly stepped up. There may be some shortfalls in the plan expenditure in 
some sectors. However, even after taking those into account, the budgetary 
support, for the Central plan in 1980-81 will be Rs 297 crores ‘\igher in the 
revised estimates. 





42, The total expenditure of the central government is now estimated at 
Re 22,808 crores compared with Re 21,467 crores in the budget. 


Tax Receipts Have Improved 


43. Turning to receipts, I am happy to inform the house that despite the con- 
cessions in income=tax allowed in the budget for 1980-81, tax revenues have 

not suffered, My judgment that a lower rate of taxation will promote better 
voluntary compliance seems to have been vindicated. The receipts from corpora~ 
tion tax would be higher by Re 35 crores compared with the budget estimate of 
Re 1,515 crores. 


Receipts from Union excise duties are also estimated to be higher by Re 99 
crores compared with the budget estimate of Re 6,265 crores. The receipts 
from custome duties are likely to exceed the budget estimate of Re 2,989 
crores by as much as Re 361 crores in the current year due to larger imports 
and higher international prices. After deducting the states’ share of vari- 
ous taxes, the net tax revenue of the Centre is now estimated to be Re 419 
crores more than the budget estimate of Re 8,922 crores. 


44, Capital receipts, too, show an improvement of Rs 245 crores over the 
budget estimate of Re 7,694 crores. This is because of the higher market 
borrowing of Re 104 crores and estimated receipts of Re 200 crores from the 
sale of special bearer bonds, offset by some shortfalls elsewhere. 


45. Total receipts are now estimated at Re 20,833 crores compared with the 
budget estimates of Re 20,022 crores. The current year is now expected to 
close with a deficit of about Re 1,975 crores. The house will appreciate that 
almost the entire increase in the budgetary deficit is accounted for by larger 
budgetary support for state and central plans. 


Budget Estimates for 1981-82 


46. The budget for 1981-82 re.‘.cts the objectives, priorities and programmes 
of the sixth plan. Plan outlays ot the Centre, states and Union territories 
in 1981-82 are estimated at Re 17,479 crores, compared with Re 14,593 crores 
in budget estimates 1980-81. 





Central Play Outlay Up By 17.4% 


This represents an increase of nearly 20 per cent. The plan outlay of the 
Centre for 1981-82 is being stepped up very considerably to Rs 8,619 crores from 
tw 7,340 crores in budget estimates 1980-81, an increase of 17.4 per cent. This 
will be financed by the budgetary support of Re 6,309 crores and internal and 
extra-budgetary resources of public-sector undertakings of Rs 2,310 crores. 

The total of the approved plan outlays of the states and the Union territories 
will be Rs 8,860 crores against Re 7,253 crores in the budget estimates for 
1980-81, an increase of 22 per cent. A provision of Rs 3,462 crores has been 
made for Central assistance for the plans of the states and Union territories. 





47. Agriculture has a preponderant role in our economy and ite development 
sete the pace for the economy as a whole, The annual plan outlay for agri- 
culture in the Central and state plane has been stepped up to Re 1,047 crores 
from Re 925 crores in budget estimates for 1980-81. The expansion of the 
@rea under irrigation is the most important single factor, enabling a shift 

to high productivity scientific farming. 


Accordingly, it is proposed to add 2.5 million hectares under irrigation in 
1981-82. The outlay for major and medium irrigation in the annual plan of 

the Centre and the states for 1981-82 is being raised substantially to Re 1,408 
crores from Re 1,213 crores in the 1980-81 budget. The outlay on minor irriga- 
tion will be Re 301 crores compared to Re 266 crores in 1980-81. 


48. Parallel with the effort at boosting total agricultural production, the 
annual plan lays great stress on special programmes to benefit the weaker 
sections of rural society such as landless labour, small and marginal farmers, 
rural artisans and scheduled castes and scheduled tribes. 


Une of the important programmes which thie government has launched for this 
purpose is the national rural employment programme. We are providing Re 180 
crores in the Central plan for this programme and this will be matched by an 
equal amount from the states. 


49. Another important initiative aimed at helping the weaker sections is the 
integrated rural development programme. This programme absorbs the earlier 
complementary, and sometimes overlapping, programmes aimed at particular sec- 
tions of the population. We have provided Rs 198 crores for this programme 

as well as for special programmes such as desert development and drought prone 
area programmes. With an equivalent contribution from the states, it is 
expected that the integrated rural development programme will help 3 million 
families to go above the poverty line in 1981-82. 


Augmented Provision for Tribal Welfare 


50. Central assistance for the special component plans for scheduled castes 
was introduced in the very first budget of the present government. We have 
provided Rs 110 crores for the next year. In addition, Rs 13 crores will be 
invested in the scheduled castes development corporations of states. Along 
with an equal contribution from the states, this will enable these corporations 
to raise substantial funds from the financing institutions. 


The tribal sub-plan, which is the vehicle for the development of tribal areas 
will receive an augmented provision of Rs 85 crores during 1981-82, compared 
with Re 70 crores in 1980-81. A provision of Rs 92 crores has been made for 
the special hill development programme compared with Rs 61 crores in 1980-81. 


5l. In pursuance of the government's policy to accelerate the provision of 
safe drinking water in problem villages, Rs 110 crores has becn allocated in 
1981-82. Together with the provisions made in the state plans, this would 
enable about 36,000 additional villages to be covered during the next year. 











52. The annual plan accords high priority to the all important task of expand- 
ing capacities in sectors such as oil, coal and power. It is proposed to pro- 
vide Re 580 crores for coal and lignite projects in 1981-82. This represents 
an increase of 31 per cent over the provision of Re 443 crores in 1980-81, 


53. Large increases have aleo been made in the outlay for power in the Cen- 
tral plan. We have provided Re 721 crores in 1981-82 compared to Re 520 
crores in the last budget. Thies reflects the expanding role of the Centre in 
the power sector. We propose to take up the Dulhasti project in Jammu and 
Kashmir and the Koel Karo project in Bihar in the Central sector in the 

coming year. The total outlay for the power sector in the state and Central 
plans taken together is Re 3,326 crores compared to Re 2,745 crores provided 
in the plan for 1980-81. Additional generating capacity of 3000 MW is expected 
to be commissioned during 1981-82. The rural electrification programme provides 
for electrification of 2,000 villages and energisation of 4.25 lakh pumpsets 

in the coming year. 


54. In keeping with the high priority accorded to exploration and development 
of of] and natural gas resuvurces, the plan outlay for the petroleum sector has 
been increased to Re 1,011 crores in 1981-82 compared with Rs 780 crores in 
the current year. An outlay of Rs 67 crores is proposed in the petro-chemical 
sector. 


55. An outlay of Re 796 crores is being provided for steel in 1981-82. A sig- 
nificant development in this area is the recent commissioning of the demonstra- 
tion plant for sponge iron production at Kothagudem. This project is of special 
significance to India since the technology for production of sponge iron by 
using non-coking coal will enable us to overcome the constraints imposed by 

the Limited reserves «f coking coal in our country. 


56. The annual plan for 1981-82 envisages a significantly higher outlay of 
Re 223 crores for minerals development against Rs 130 crores in 1980-81. This 
includes a provision of Rs 90 crores for the Orissa aluminium project which 
will be implemented by the new national aluminium company registered with 
headquarters at Bhubaneswar in Orissa. The bulk of the project cost is 
expected to be financed by external credit and commercial borrowings. 


57. In tune with our concern for improving transport facilities, we have en- 
hanced the outlay in the Central plan for the transport sector to Rs 1,535 
crores from Rs 1,351 crores in 1980-81. Hon'ble members are already aware that 
a substantial increase has been made in the plan outlay of the railways from 

Rs 760 crores in 1980-81 to Rs 980 crores. A provision of Rs 108 crores has 
been made for the development of ports which includes construction of additional 
berths at Kandla, Tuticorin and Viskhapatnan. 


Re 518 Crores for P.4&.T. Facilities 


58. In tune with our drive to improve and modernise communication facilities, 
it is proposed to extend two lakhs of direct telephone connections during 
1981-82. An outlay of Rs 518 crores for posts and telegraphs including com- 
munications has been provided in the plan. 
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59. An outlay of Re 390 crores is being provided for chemicals and fertilisers 
which includes substantial provision for the gas-based fertiliser projects at 
Thal Vaishet, Hazira and Namrup. Proposals for new nitrogenous and phosphatic 
fertiliser plants are aleo being finalised. 


60. Village and emall industries have an immense potential for providing 
employment while sustaining the traditional arte and skills of the village 
artisans and craftemen. An outlay of Re 16 crores has been earmarked for 
these sectors adding to the outlays of Re 153 crores in the plans of the states 
and Union territories. 


61. Finally I come to the all important question of population growth. All 
our efforte at eradicating poverty will be frustrated if we cannot reduce the 
rate of population growth. We have taken up revitalisation of the family wel- 
fare programme in earnest. A provision of Re 155 crores is being made for this 
programme in 1981-82. 


62. The government is deeply concerned about the lack of adequate communica- 
tion facilities in the north-east. We have therefore, decided to take up six 
national highways with a total length of 1700 kms. At a total cost of Re 70 
crores. It has also been decided to establish a more direct connection from 
Nowgong to Dimapur on national highway No 36 at a cost of Re 16 crores. Cer- 
tain missing links on the road running along the Indo-Bangladesh border in 
Meghalaya will be completed at a cost of Re 26 crores. Railway facilities 

in this area are also being augmented. Hon'ble members are aware that the 
third level air service has already started functioning in the north-eastern 
region. 


Non-plan Loans to Public Sector Cut 


63. Non-plan expenditure has been subjected to careful scrutiny to keep it 
to the minimum. Defence expenditure is estimated at Rs 4,200 crores against 
Rs 3,800 crores in the current year. I am sure the house will agree with me 
that in these difficult times the reasonable requirements of defence should 
be fully met. 





64. A provision of Rs 3,124 crores is being made for interest payments against 
Rs 2665 crores in the current year, the increase being mainly on account of in- 
ternal debt. Due to the increase in prices of naphtha and other inputs, the 
cost of production of indigenous fertilisers has also gone up. The cost of 
imported fertilisers has also increased. Accordingly, the budget for 1981-82 
provides for a higher subsidy on fertilisers of Rs 679 crores against Rs 466 
crores in the current year. 


65. Provision for non-plan loans to public sector undertakings has been reduced 
from Re 454 crores in the current year to Rs 318 crores in view of the antici- 
pated improvement in their performance and financial position in the next year. 
A lump sum provision of Rs 200 crores is also being made in next year's budeet 
to cover the incidence of additional expenditure on dearness a) lowance to Cen- 
tral government employees. 
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In future, dearnese relief to pensioners will be paid at the rate of 2.5 per 
cent of pension for each 8 point rise in the consumer price index instead of 
at the rate of 5 per cent for each 16 point rise as at present. The procedure 
for payment of dearness relief to pensioners is also being streamlined. These 
changes will mitigate the hardships faced by pensioners. 


Re 1,339-Cr. Rise in Revenue Expected 


66. Hon'ble members are aware that India will have the privilege of holding 
the next Asian Games in 1982 in the capital. The expenditure necessary next 
year for the games is being provided in the budgets of the ministries con- 
cerned. Most of the expenditure will be on improvement and creation of perma- 
nent assets like roads, stadia, and other sports facilities. 


67. The total non-plan expenditure for 1981-82 is estimated at Rs 15,100 crores 
compared with Re 13,736 crores in the current year. 


68. As regards receipts for 1981-82, the gross tax revenues at the existing 
rates of taxation are estimated at Re 14,472 crores compared with Rs 13,133 

crores in the current year, showing an increase of Re 1,339 crores over the 

revised estimates. 


The states’ share of taxes in 1981-82 is estimated at Rs 4,206 crores compared 
with Rs 3,792 crores in she current year. Consequently the Centre's net tax 
revenue will be Rs 10,266 crores against Rs 9,341 crores in the current year. 


69. The receipts from market loans are estimated at Rs 2,800 crores compared 
with Rs 2,604 crores in the current year. Small savings are estimated to 
yield Rs 1,250 crores next year compared with Rs 1,100 crores in the current 
year. External assistance, net of loan repayments, is estimated at Rs 1,379 
crores as compared with Rs 1,258 crores in the current year. A credit of 

Rs 800 crores has also been taken for receipt from sale of special bearer 
bonds in the next financial year. 


70. Taking into account the effect of the changes in the fare and freight rates 
of railways, changes in the P and T tariff to which I will refer a little 

later and the continuance of the compulsory deposit scheme for income-tax payers 
beyond 31.3.81, the total receipt for 1981-82 are estimated at Rs 23,061 crores. 
The total expenditure for next year is estimated at Rs 24,871 crores. The 
overall budgetary gap at the existing rates of taxation will thus be Rs 1,810 
crores. 


71. Income-tax and other direct taxes are important instruments for raising 
resources and reducing disparities. We propose to achieve these objectives 
by plugging of legal loopholes and effective administration rather than by 
enhancement of rates which often leads to tax evasion and generation of black 
money. My proposals are also designed to further our party's avowed policy 
of affording relief to the middle classes in these difficult times. 
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72. Hon'ble members will recall that last year the exemption limit for income- 
tax on personal income was raised to Re 12,000. But the nil slab rate was 
retained at Re 8,000. I propose to raise the exemption limit for income-tax 

in the case of non-corporate taxpayers other than registered firms and Hindu 
undivided families with one or more members having separate income exceeding 
the exemption limit, from Re 12,000 to Re 15,000 


Rate of Standard Deduction Up 


With a view to providing significant relief to middle-income groups, I further 
propose to raise the nil rate slab from Re 8,000 to Rs 15,000 and also restruc- 
ture the rate schedule up to Re 30,000. The rate of income-tax on the slab of 
Re 15,001 to Re 25,000 will be 30 per cent and on the slab of Rs 25,001 to Rs 
30,000, 34 per cent. The rates of income-tax on higher slabs will remain 
unchanged. As a result of these changes, about 14 lakhs of taxpayers will go 
out of the income-tax net. I venture to claim that never have so many people 
heen freed from the burden of income taxation at one stroke. 


Apart from this, another 11.5 lakhs of taxpayers in the income brackets of Rs 
15,001 to Re 30,000 will also get varying degrees of relief. The reduction in 
the tax Liability at income level of Rs 15,000 will be Rs 990, at Rs 20,000, 

Rs 495 and at Re 25,000, Rs 220. There will be no change in the tax liability 

in the case of taxpayers having income exeeding Rs 30,000. Thus, I have provided 
in one year income-tax exemption and/or reduction to over 25 lakhs of income-tax 
assesses out of about 40 lakhs of assesses in the country. 


73. At present, salaried taxpayers are entitled to a standard deduction in an 
amount equal to 20 per cent of the salary up to Rs 10,000 and 10 per cent of 
the balance, subject to an overall ceiling limit of Rs 3,500. These limits 
were fixed in 1974. In view of the subsequent rise in prices, and as a means 
of relief to salaried taxpayers, I propose to enhance the rate of standard 
deduction to 20 per cent, subject to a higher ceiling of Rs 5,000. Hon'ble 
members will be happy to know that this benefit will be applicable to pen- 
sioners also. At present, employees in receipt of conveyance allowance are 
entitled to a standard deduction of Rs 1,000 only. It is now proposed that 
they should be given the benefit of full standard deduction. 


74. In view of the urgent need to raise the level of savings in the economy, 
I propose to continue the compulsory deposit scheme for income-tax payers for 
another two years. 


75. The corporate sector has a crucial role to play in the growth of the 
national economy. I have earlier in my speech referred to the various steps 
taken for improving the climate for investment in industry. I now propose to 
reduce by five per cent the surcharge on income-tax payable by all classes of 
companies, i.e., from 7.5 per cent to 2.5 per cent. This will add to the 
internal availability of funds in the corporate sector and should improve the 
scope for investment financing from their own resources. This step will reinv- 
force the impact of the measures which I have indicated earlier for mobilising 
financial resources for industrial investment. 
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76. As Hon'ble members are aware, all categories of tax-payers are required 
to pay advance tax on a pay-as-you-earn basis. Surtax is, however, not payable 
by companies in advance. TI propose to remove this anomaly and provide that 
SUrtax will also be payable in advance during the financial year preceding the 
relevant assessment year. 





77. The eleventh schedule to the Income-Tax Act contains a list of industries 
which do not qualify for specified investment-related tax concessions under 
the Income-Tax Act. For example, investment allowance or tax holiday is not 
admissible in respect of these industries unless they are in the small-scale 
sector. Industries included in this schedule were originally considered to be 
of low priority. However, on reviewing the list, I do not find any justifica- 
tion for treating many of the listed industries as of low priority. 


Accordingly, 14 groups of industries will be removed from this schedule and 
will now become eligible for the specified tax concessions. These industries 
include electric fans, pressure cookers, glass and glassware, pigments, colours, 
paints, enamels, varnishes, blacks and cellulose lacquers, chinaware and porce- 
lainware, mosaic tiles and glazed tiles, synthetic detergents, amplifiers or 
any other apparatus used for addressing the public, vacuum flasks and other 
vacuum vessels, etc. These industries, some of which have export potential, 
will now become eligible for the specified tax concessions. 


78. Hon'ble members will recall that the government had taken several measures 
last year to curb the use of private discretionary trusts as a device for tax 
avoidance. Another tax avoidance device that has come to the notice of the 
government is the creation of oral trusts. With a view to checking this abuse, 
I propose to subject oral trusts to income-tax at the maximum marginal rate and 
to wealth-tax at the flat rate of 3 per cent, or at the appropriate rate appli- 
cable in the case of an individual, whichever course is more beneficial to the 
revenue. This proposal will take effect from the assessment year 1981-82. 


79. Another device being used for avoiding proper tax liability is the creation 
of associations of persons without defining the shares of members. This enables 
the creation of a large number of taxable entities which, under the existing law, 
will be chargeable to income-tax separately. 


Use of Renewable Energy Resources 


I now propose that such associations of persons be charged to income-tax at the 
maximum marginal rate and to wealth-tax at the flat rate of 3 per cent, or at 
the appropriate rate applicable in the case of an individual, whichever is 
higher. This proposal will also take effect from the assessment year 1981-82. 


80. Earlier in my speech, | have referred to the prospective participation of 
foreign companies in the field of oil exploration and production. In this 
connection, it is necessary to take several steps relating to tax matters. 
Firstly, it is proposed to extend the income-tax act and the companies (profits) 
surtax act to the off-shore areas. 


Secondly, it is proposed to insert suitable provisions in the income-tax act 
and the companies (profits) surtax act to enable the Central government to 
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provide, by a notification in the official gazette for an exemption, reduction 
in rate or other modification in respect of income-tax or surtax in favour of 
any class of persons engaged in the business of mineral oils and gas in asso- 
clation with the Central government or any person authorised by it. 


Notifications under the new provisions when made will be placed on the table 
of both the houses of Parliament. 


It is also proposed to amend section 42 of the Income-Tax Act relating to spe- 
cial provision for deductions in the case of business of the prospecting for 
or extraction or production of mineral oils so as to extend its scope to 
cover cases where the government itself does not participate in such business 
but does so through any person authorised by it. 


81. While the search for additional quantities of oil should continue with un- 
abated vigour, there is also an urgent need to accelerate the development and 
vse of renewable energy resources and to promote their utilisation. The 
renewable energy sources which have already been brought to the threshold of 
commercial use by our scientists and engineers include solar biomass and wind 
energy. Some fiscal incentives to promote use of these non-conventional forms 
of energy are called for. 


I, therefore, propose to enhance the depreciation allowance on machinery or 
plant installed for manufacturing renewable energy devices and systems from 

10 per cent, available at present, to 30 per cent. Depreciation on renewable 
energy devices and systems used for business or profession will also be allowed 
at the enhanced rate. Other measures under contemplation by the government 
include loans to the relevant industries on suitable terms from financial insti- 
tutions and exemption from certain taxes and duties. 


82. I had earlier in my speech referred to the imperative need to promote our 
exports in view of our difficult balance of payments situation. To encourage 
establishment of export-oriented industries in the free trade zone, the gov- 
ernment proposes to allow a complete tax holiday in respect of units set up 

in these zones for an initial period of five years in lieu of other concessions. 


Computing Firms' Taxable Profits 


83. Tea is one of our important export-oriented industries. At present, 
development allowance equal to 50 percent of the expenditure incurred on plan- 
tation of tea bushes in any new area or on any land which has been previously 
abandoned is allowed in computing the income from tea business. For this pur- 
pose, the expenditure qualifying for development allowance is restricted to 

Rs 12,500 per hectare of land situated in hilly areas and Rs 10,000 per hectare 
in other areas. Having regard to the increase in the cost of planting in recent 
years, I propose to raise these ceiling limits to Rs 40,000 per hectare of 

land situated in Darjeeling district, Rs 35,000 per hectare in respect of land 
situated in other hilly areas and Rs 30,000 per hectare in the plains. 
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84. Under section 358 of the Income=Tax Act, domestic companies and non- 
corporate taxpayers resident in India are entitled to a weighted deduction 
in the computation of the taxable profite at the rate of one and one-third 
times the amount of qualifying expenditure incurred by them on development 
of export markets, The scope of this provision was curtailed last year as 
it had been misused for claiming a weighted deduction in respect of expendi- 
ture incurred in India on activities which had no direct relations with the 
basic objective of development of export markets. 


in order to guard against such misuse, while at the same time protecting all 
legitimate effort at export market development, the government is framing 
rules which will identify a number of specific activities to be allowed under 
section 358. The necessary notification in this behalf will be issued shortly. 


85. Electronics is both a labour-intensive and export-oriented industry. 1, 
therefore, propose to include the electronic component industry in the ninth 
achedule to the Income-Tax Act and provide that dividends derived by a domestic 
company from an Indian company engaged exclusively in the manufacture of elec- 
tronic components will be completely exempt from income-tax. 


86. The small-scale industrial undertakings enjoy certain tax concessions 
under the income-tax act. For this purpose, an industrial undertaking is 
regarded as a small-scale industrial undertaking if the aggregate value of the 
machinery and plant installed therein as on the last day of the previous year 
does not exceed Re 10 lakhe. I now propose to raise this limit to Re 20 lakhs 
in line with the new definition of a small-scale industry. 


87. Under the existing law, in computing taxable income, a deduction equal to 
20 per cent of the profite and gains derived from the business of publication 
of booas is allowed. I propose to extend this concession for a period of five 
years with effect from assessment year 1981-82. 


88. At present, approved financial corporations, and public housing finance 
companies are entitled to a deduction in respect of the specified percentage 
of income carried to special reserve, subject to certain conditions. 


The aggregate of the amounts qualifying for such deduction is, however, subject 
to an overall ceiling equal to the amount of the paid-up share capital. In 
order to enable such corporations and companies to build up such reserves fur- 
ther, I propose to double the present ceiling. 


89. Under the existing law, resident individuals and Hindu undivided families 
are entitled to a deduction in respect of medical treatment of physically or 
mentally-handicapped dependents. 


I propose to double the amount of this deduction to Rs 4,800 in respect of a 
dependent who is hospitalised for a period of 182 days or more during the 
relevant accounting year and Rs 1,200 in other cases. The house will doubt- 
less welcome this concession being given in the international year for the 
disabled persons. 
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90. I propose to give some significant concessions under the estate duty act. 
The present limit of Re 50,000 for estate duty was fixed in 1958. I propose 
to raise it to Re 1.5 lakhe the same as under the Wealth-Tax Act. I also pro- 
pose to provide .vat one residential house or part thereof will be valued 

for estate duty purposes on the same basis as for the purposes of wealth-tax. 
Since the Betate Duty Act can be amended only with the concurrence of the 
estate legislatures, a bill for giving effect to these proposale will be in- 
troduced later. 


91. I propose to make certain amendments in the Income-Tax Act to upgrade the 
qualifications tor appointment as members of the income-tax appellate tribunal. 


92. Other amendments to the direct tax laws are of minor significance. I 


would not like to take up the time of the house by referring to them in detail 
here. 


Ya 298Cr. Revenue Lose to Centre 


93. The reduction in the rates and other concessions in respect of income-tax 
on personal incomes would result in a loss of Re 146 crores in a full year and 
Re 115 crores during 1981-82. Having regard to the pattern of sharing of in- 
come tax between centre and states, these concessions will entail a loss of 
revenue of Re 29 crores to the Centre in 1981-82. 


The loss of revenue on account of reduction in the rates of corporation tax and 
other concessions to companies will largely be balanced by the payment of sur- 
tax in advance by companies. I am, therefore, not assuming any loss of revenue 
on this score for 1981-82. 


94. I now turn to ay proposals on indirect taxes. My basic approach is that 
additional revenue should flow largely from increased production. However, 
there is need to mobilise additional resources to finance the sixth plan. 


While seeking to raise additional resources, 1 have nevertheless kept in mind 
the imperative need to avoid hardship to the middle and poorer sections of 
consumers and to provide a larger measure of relief to the small-scale sector 
ot our industry. 


95. Taking customs duties first, my principal proposal relates to auxiliary 
duties of customs. This duty has been levied on an annual basis since the 1973 
budget. While continuing this levy, I also propose to raise the rates of 
auxiliary dutics as a measure of additional resource mobilisation. In recent 
years we have been following a fairly Liberal import policy. 


The difficult balance of payments outlook points to the need for conserving 
foreign exchange. The Tariff mechanism judiciously used, can help conserve 
foreign exchange and also raise some revenue. 


lL, therefore, propose to increase the rates of auxiliary dutier by 5 per cent 
ad valorem, on all categories of imports with a few well-merited exceptions. 
This will obviate a sharp increase in the lar¢ed cost of any particular article. 








96. Auxiliary duties of custome are now leviable on imported goods broadly 
on @ three-tier basis, Items subject to a basic duty up to 60 per cent ad 
valorem, for example, basic raw materiale, bear an auxiliary duty of 5 per 
cent ad valorem, on items euch as semi-processed goods and intermediates, where 
the rate of basic duty is 60 per cent ad valorem or above but less than 100 
per cent, the rate of auxiliary duty ie 15 per cent ad valorem and where the 
rate of basic duty is 100 per cent ad valorem or above such as on finished 
and consumer goods, the rate of auxiliary duty is 20 per cent ad valorem, In 
other cases the rate of auxiliary duty ie 5 per cent ad valorem, except crude 
petroleum on which the rate is Re 9.50 per metric tonne. There are also some 
icems which are fully exempt from auxiliary duty. 





‘A Increase in Auxiliary Duty 


My proposal is to increase the rate of auxiliary duty to 10 per cent ad valorem 
wherever the rate of auxiliary duty is now 5 per cent; to 20 percent ad valorem 
wherever the rate is now 15 per cent; and to 25 per cent ad valorem where the 
rate is now 20 per cent. I do not, however, propose to increase the auxiliary 
duty on crude petroleum. 


97. In line with the approach I have explained, | propose to withdraw the 
present full exemption from auxiliary duties of customs in respect of certain 
items of capital equipment and subject them to auxiliary duty of custome at 
the rate of 5 per cent ad valorem. This increase would cover, among other 
things, imports of machinery as ‘project imports’ as also items of machinery 
on which the concessional rate of 25 per cent ad valorem is applied. This 
measure would, apart from yielding additional revenue, afford some additional 
protection to the indigenous machine-building industry which has, of late, had 
to face a significant escalation in input costs. 


98. 1 said earlier that I would exclude some items from the proposed 

increase in the auxiliary duties of customs. Imports of essential items like 
edible oil will be exempted from the proposed increase. Bulk petroleum pro- 
ducts such as kerosene and high-speed diesel oil and steel imported for buffer 
stock operations will also attract the increased levy. Items on which import 
duty rates have been changed in the recent past with a view to maintaining 
parity with prices of domestic products have also been kept out of the purview 
of the increased levy. Further, keeping in view our commitments under the 
general agreement on tariffs and trade, I propose to give up the auxiliary duty 
inspect of three items involving a emall revenue sacrifice. Further details 
of the proposals are available in the budget papers. 


99. These proposals are expected to yield an additional revenue of about 
Re 250 crores. 


100. My next proposal relates to levy of import duty on newsprint. At 
present this item is fully exempt. There is a large foreign exchange outgo 
on imports of newsprint. There is no reason why this commodity should not 
bear a moderate rate of customs duty. 








101, Imports of stainless steel bare and wire rode now attract a duty of 75 
per cent because they have industrial applications. But there is reason to 
believe that some of these imports are being diverted for rerolling into strips 
and sheets used in the manufacture of utensils, 


I therefore, propose to raise the effective custome duty on stainless steel bars 
and write rode from 75 per cent to 175 per cent ad valorem. I have, however, 
taken care to see that this increase does not affect imports of stainless steel 
wire rode, which are used for the drawing of wires. This measure is expected 

to yield an additional revenue of Re 5 crores. 


102. 1 also propose to raise the basic custome duty on plain shaft bearings 
from 60 per cent to 100 per cent ad valorem. This increase should help to 
restrict large-scale imports on bearings such ao thin-walled bearings, which 
have been affecting the indigenous industry. 


This proposal is expected to yield an additional revenue of Re 2.75 crores. 

vn similar considerations, it is proposed to raise the basic customs duty on 
computers and computer peripherals from 40 per cent to 50 per cent ad valorem. 
The likely revenue gain from this increase would be Re 1 crore. 


Excise Duties 


103. I will come to excise duties. The house will recollect that the addi- 
tional Excise Duties (textiles and textile articles) Act was passed, in terms 
of which an additional duty of excise was levied on certain textiles and tex- 
tile articles at ten per cent of the basic excise duty leviable. 


The revenue from this excise levy was intended to meet the expenditure incurred 
by way of subsidy on controlled cloth. The production of controlled cloth is 
being stepped up, with emphasis on larger production of dhotis and saris, 

which are of special significance to the poorer sections of society, particu- 
larly in rural areas. 


As a result, the provision for subsidy under this scheme would rise to nearly 
Re 100 crores in the coming year. The revenue at the existing rate of addi- 
tional excise duty is only about Rs 66 crores. 


I, therefore, propose to raise the rate of additional excise duty from 10 per 
cent to 15 per cent of the basic excise duty on all the items which are now 
covered by the levy. This would yield an additional amount of about Rs 33 
crores and help finance the increased outlay on controlled cloth. 


104. M regards special excise duties, I propose only to continue them at the 
existing rates. The exemptions in force are also being continued. 


L105. My remaining proposals under Union excise duties are mainly designed to 
achieve simplification and greater clarity. 








Matches: Support for Small Sector Unita 


106, Hon'ble members would be aware that there ie a graded atructure of duty 
On matches, the mechanised sector paying 7.20 per gross boxes, the middle 
sector paying Re 4.50 and the cottage sector Re 1.60, In the light of the 
report of the Dandekar committee and a especial etudy made by the government, 

it has become necessary to discourage a tendency of middle sector unite towards 
mechanisation of certain labour-intensive processes. Accordingly, I propose 
that the concessional rates of duty=--Re 4,.50--for middle sector waite and 

Re 1.60 for cottage unites, will not be available if power ie used in the Labour~ 
intensive processes of frame-filling, dipping eplinte in match composition, 

box making, box filling, labelling and banderolling and packaging. If such 
unite use power for any of the above processes, they will be liable to a duty 
rate of Re 7.20 applicable to the fully mechanised sector and Re 4.50 now appli- 
cable to the non-mechanised middle sector. I would like to stress that this is 
not intended as a revenue measure. It is intended only to p otect through the 
excise mechaniam, the employment potential of the non-mechanised sector. 


107. With a view to preventing the poseible infiltration of the middle sector 
into the cottage sector and in order to ensure that the benefit of the lowest 
rate of duty accrues to genuine cottage sector units, it is proposed to reim- 
pose a ceiling on the clearances by the cottage sector units at concessional 
rates. 


The new ceiling, which is proposed to be fixed at 120 million matches per unit 
per annum, is much more liberal than the ceiling of 75 million that existed prior 
to the 1980 budget. The pattern of production and clearance will be kept under 
watch and this ceiling will be reviewed if circumstances so warrant. The 
changes I have proposed are fair to all segments of the industry and are 
designed to promote both employment and production in the best possible manner. 


New Scheme To Cover ‘Job Work' 


108. Another rationalisation measure relates to the concession available to 
manufactures of goods falling under tariff items 68, who undertake work on ‘kb 
‘job’ basis. Under the present scheme, duty is being effectively collected only 
on the ‘job charges’ paid by the principal manufacturer to the job worker. In 
the operation of the scheme, however, several difficulties have been experienced, 
particularly on the question of what is ‘job work.’ There have been cases 
where some manufactures have taken undue advantage of the concession. I, 
therefore, propose to replace the present scheme by one in which, instead of 
levying duty separately on the job charges paid to the jobworker. The duty 

will be paid by the principal manufacturer on the value of the finished goods. 
This step should be generally welcomed by ancillary units which undertake work 
on job basis. 


109. I also propose to rationalise the Central excise tariff entry and the 
rate structure relating to tyres with a view to making the legislative intent 
clearer and minimising the scope for disputes in classification and assessment, 
particularly in regard to off-the-road tyres used in bulldozers. scrappers and 
other earth-moving equipments. While proposing the necessary amendments, | 
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have taken care to maintain the existing rates of duties and duty concessions 
in respect of tyres both for agricultural tractors and their trailers. 


110, The other major area where rationalisation of the tariff entries has 
been proposed is in regard to nonferrous metale under the respective entries 
in the Central excise tariff, There has been considerable debate and dispute 
on the question of assesement of waste and scrap of these metals. To set these 
at reat it is proposed to specifically cover waste and scrap of these metals 
under the respective tariff entries, 


lll. In addition to the above, a few other amendments to certain tariff 
entries as also the insertion of 4 separate tariff item for polyester film 
have been proposed. The detaile of these changes may be seen from the budget 
papers. 


1l?. 1 now turn to a proposal which seeks to fulfill a long-standing demand 

f state governments. The scheme of levy of additional excise duty in lieu of 
sales-tax is at present applicable to sugar, tobacco and some textile items. 
The national development council had recommended that the revenue yield from 
Central excise duties and additional excise duties be in the ratio of 2:1 as 
far as possible. At a conference of chief ministers, I gave an assurance that 
an effort would be made to achieve this ratio in respect of these commodities 
as a whole. 


113. IL have considered how best this assurance can be fulfilled. The simplest 
solution will be to make a change in the ratio for sharing of revenues from 
cigarettes as between the Centre and the states. As against the present ratio 
of 76:24 between basic excise duty and additional excise duty in the composite 
rate applicable to cigarettes, the ratio is proposed to be changed to 72.5:27.5. 
This will be combined with a uniform increase in the specific duty element in 
the composite rate from Rs 21.00 to Rs 21.25 per thousand. The overall revenue 
from cigarettes will remain practically unchanged. 


There should, therefore, be no justification for manufacturers to mark up the 
prices of cigarettes. With these changes, the overall ratio between the yields 
from basic and special excise duties, on the one hand, and additional excise 
duties, on the other, is expected to improve to 2:1, taking the three itemse-- 
sugar, tobacco and textiles--together. This will result in a transfer of about 
Re 21.72 crores from revenues under Central excise to the revenue under addi- 
tional excise duty. 


114. I have also a minor proposal which is basically of interest to the state 
governments. Under the medicinal and toilet preparations act, 1959, excise 
duties are leviable on medicines and toilet preparations which contain alcohol, 
narcotics and narcotic drugs. Certain changes have been proposed in the ar’ © ‘th 
a view to effecting a switch-over to the metric system and also to elimine 
avoidance of duty in certain cases. The changes proposed, however, have very 
little revenue significance. 
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Indirect Tax Concessions 


115. 1 shall now turn to concessions in the area of indirect taxes, This 
government is committed to the pursuit of a vigorous policy of promoting amall- 
scale industry in the interest both of employment and broader development of 
entrepreneurship. Accordingly, I propose to increase the duty exemption 

limit under the general acheme of excise duty concessions applicable to 72 
excisable commodities from Ra 5 lakhe in terme of value of clearances to 

Re 7.5 lakhe, Clearances in excess of Re 7.5 lakhe will continue to benefit 
from the existing concessional duty limited to three-fourths of the applicable 
rates of excise duty up to a clearance of Re 15 lakhs in a financial year as 

at present. 


This measure should benefit a substantial number of small manufacturers and 
enable them to compete more effectively with large units. I am sure that all 
sections of the house will welcome this enlargement of the scheme of concessions 
enjoyed by small-scale industry. 


116. Under the excise duty concessions available at present to small manufac- 
turers of some products, notably item 68 goods and specified electronic goods, 
one of the criteria for eligibility is the value of investment in plant and 
machinery. I propose to increase the eligibility limit of such investment from 
the present figure of Re 10 lakhs to Re 20 lakhs, in line with the revised 
definition of ‘small-scale units’ under the new industrial policy. Here again 
I am confident that my proposal will be welcomed by all the hon'ble members. 


117. In the last budget 1 had announced wide-ranging duty concessions with a 
view to encouraging the development of the electronics industry. As a further 
step in this direction I propose to extend the scope of the import duty conces- 
sions so as to cover 59 new items of capital equipment and 73 new items of raw 
materials and components used by the electronics industry. 


118. At present, the handloom sector of the woollen industry does not enjoy 
any special duty concessions. This sector has a good growth potential. I, 
therefore, propose to reduce substantially the processing stage duty on woollen 
fabrics produced on handlooms on the lines of the concessions which are avail- 
able to cotton fabrics produced on handlooms. 


119. I also propose to extend the concessional import duty of 25 per cent ad 
valorem to a few more important drug intermediates. This step should induce 
indigenous manufacturers to go in for production of more basic drugs. 


120. Last year, | had fully exempted cotton and cotton-viscose blend hosiery 
from excise duty. I now propose to extend this exemption to all hosiery arti- 
cles falling under item 68 of the Central excise tariff. 


121. Another duty concession relates to ‘flocked' fabrics where the excise 
duty is being reduced from the present level of the base fabric duty plus 30 
per cent ad valorem to the base fabric duty plus 15 per cent ad valorem on the 
consideration that the present duty burden is heavier than warranted, particu- 
larly on flock-printed fabrics. Further, on colour scanners for the printing 
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industry, the basic custome duty ie being reduced from 100 per cent ad valorem 
to 60 per cent ad valorem, 


122. In thie international year of the disabled, it is fitting that appro- 
priate tax relief measures should be extended to our handicapped brethren. 
Artificial limbs and rehabilitation aids for the handicapped are already 
exempted from Central excise duty under item 68. I now propose to exempt 
fully from excise duty Braille watches for the use of the blind, 


123. I also propose to exempt from excise duty Braille paper which is neces- 
sary for printing books for use by the blind. 


124, IL further propose to substantially reduce the Customs duty on hearing 
aide and Braille watches imported for personal use by post or air. 


125. The increased levy of auxiliary duties of Customs to which I have earlier 
referred will not be applied to goods such as orthopaedic appliances, Braille 
watches and parts, tricycles for the crippled, hearing aide and parts. I am 
sure that this house will wholeheartedly endorse these proposals. 


126. The various concessions and reliefs in excise and Customs duties which I 
have announced will entail a sacrifice of revenue of Rs 9.35 crores in a full 
year. 


127. My taxation proposals will yield a sum of about Re 35.57 crores in a 
full year by way of excise duties and Re 285.00 crores by way of Customs duties. 
The concessions I have announced added up to Re 7.05 crores on the excise side 
and Re 2.30 crores on the Customs side. The net yield is, therefore, Re 28.52 
crores from excise duties and Rs 202.70 crores from Customs duties. The 
accrual to the Central exchequer in a full year will be Re 300.50 crores. 


128. 1 hope it would not have escaped the notice of hon'ble members that this 
is perhaps the first budget in recent years in which no increase has been 
effected in excise duties for raising general revenues, 


129. I would now like to say afew words on behalf of my hon'ble colleague, 
the minister of communications. A substantial programme of development of 
telecommunication facilities is envisaged during the sixth five year plan. 
It is therefore, appropriate that the department should generate internal 
resources to a reasonable extent for financing its plan. 


The additional dearness allowance sanctioned to employees and other increases 
in the cost of operations have already eroded the existing surplus of the 
department. It has, therefore, become necessary to revise certain telecommuni- 
cation tariffs. At present the rate of telephone call charge in measured rate 
telephone system is 30 paise per call unit for calls exceeding 250 but not 

more than 1,750 in a quarter. It is proposed to increase this charge to 40 
paise per call unit. 


The manual trunk call charges for calls of ordinary category for a unit period 
of three minutes in the distance slabs of 100 to 200 kilometres are being 

increased from Rs 6 to Rs 8 and in the dista...e slab of 200 to 500 kilometres 
from Rs 10 to Re 12. These measures are estimated to yield Re 45.78 crores in 
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a full year. The additional revenue during 1981-82 will be of the order of 
Re 20 crores and has been taken into account in estimating the receipts of 
the poste and telegraphs. 


It is also proposed to increase the rates of deposits for telephone connections 
under the ‘own your telephone’ system. This revision will yield about Re 5 
crores to the government by way of additional deposits in 1981-82. The de- 
taile of these revisions are shown in a memorandum which is being circulated 
along with the budget papers. The changes will be given effect to from a 

date to be notified after the finance bill is passed by Parliament. There 

will be no change in either postal or telegraph rates. 


130, I had earlier stated that the resources gap eatimated at the existing 
rates of taxation ia Re 1,810 crores. The various measures I have presented, 
together with the reliefe offered, will yield a net additional revenue of Re 
271 crores to the Centre. This Leaves an uncovered deficit of Re 1,539 crores. 


This deficit may appear large, but, taking a total view of the economic situe- 
tion, L believe it is within the Limite of fiscal prudence. The inflationary 
potential of the budget must be viewed in the context of the full package of 
policy measures which I have outlined. This package contains many incentives 
for higher production and increased utilisation of capacity. 


This should stimulate a considerable supply response during the coming year and, 
as | have mentioned, signs of this upturn are already evident. I attach great 
importance to expanded supplies as the critical element in keeping inflationary 
pressures in check. The package also contains important incentives to savings 
which will undoubtedly help in this regard. Furthermore, monetary and credit 
policies will be so designed as to ensure that government recourse to deficit 
financing takes place within a balanced and measured overall expansion of 
credit in the system. 


131. Mr Speaker, sir, the economic situation remains difficult and yet full of 
great opportunities for development and growth. I have tried to present a 
budget which gives maximum support to forces that can move us forward on the 
path of growth with stability and social justice. It sets the stage for all 
for us to work towards the achievement of our economic and social goals so 
clearly laid out in the sixth plan. Economic policy can only do this much. 
Hard work, discipline and the innate good sense of the people of this ancient 
land must do the rest. 


132. Sir, L commend this budget to the house. 


CSO: 4220 
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INDIA 


HIGHLIGHTS OF BUDGET PROPOSALS ON TAXATION 
Bombay THE TIMES OF INDIA in English 1 Mar 81 p 8 


[Text] The following are the highlights of budget proposals, 1981-82, relating 
to direct taxes: 


Rates of Income-Tax 


(1) The exemption limit in the case of non-corporate taxpayers (other than 
registered firme and Hindu undivided families with one or more members having 
separate income exceeding the exemption limit) is proposed to be raised from 
Re 12,000 to Re 15,000. The nil rate slab will also be raised from Rs 8,000 
to Re 15,000 concurrently with the restructuring of the rate schedule up to 
Re 30,000. The rate of income-tax on the slab or Re 15,001-25,000 will be 

30 per cent and on the slab of Re 25,001-30,000 34 per cent. The rates of 
income-tax on higher slabs will remain unchanged. 


The new rate schedule in the case of individuals will be as follows: 


Direct Taxes 


Income Range Rate of Income-Tax 
Up to Rs 15,000 nil 
Rs 15,001 - 25,000 30% (at present the rate of income-tax 


on the slab of Rs 15,001-20,000 is 18% 
and on the slab of Rs 20,001-25,000 is 


25%) 
Rs 25,001-30,000 34% (against 30% at present) 
Rs 30,001-50,000 40% 
Re 50,001-70,000 50% As at present 
Rs 70,001-10,000 55% 
Over Ks 1,00,000 60% 


Income-tax calculated on the above basis will be increased by a surcharge, for 
the purposes of the Union, of 10% on such income-tax as at present. 


The table below shows, at selected levels of income of individvls, the compara- 
tive incidence of tax (including surcharge) at (A) the existing rates and (B) 
the proposed rates: 








Tax at Exiating Tax at Tax Liability 


Income Rates Proposed Rates Reduction in 
Re. Re. Rea. Re. 
12,500 165 -- 165 
13,000 330 -- 330 
14 ,000 660 oo 660 
15 ,000 990 -- 990 
16 ,000 1,320 330 990 
17,000 1,551 660 891 
18,000 1,749 990 759 
19,000 1,947 1,320 627 
20 ,000 2,145 1,650 495 
21,000 2,420 1,980 440 
22,000 2,695 2,310 385 
23,000 2,970 2,640 330 
24 ,000 3,245 2,970 275 
25,000 3,520 3,300 220 
30 ,000 5,170 5,170 -- 


Tax liability at all levels above Rs 30,000 will remain the same, 


As a result of the above changes, about 14 lakh taxpayers will go out of the 
tax net and about 11.5 lakh taxpayers in the income brackets of Rs 15,001 to 
Rs 30,000 will also get varying degrees of relief. The reduction in the tax 

liability at the income level of Re 15,000 will be Rs 990, at Rs 20,000, Rs 

495 and at Re 25,000, Re 220. There will be no change in the tax liability 

in the case of taxpayers having income exceeding Rs 30,000. 


(II) The exemption limit, as also the rate schedule, applicable in the case of 
Hindu undivided families with one or more members having separate income exceeding 
the exemption limit will remain unchanged. 


(III) No change in the rates of income-tax is proposed in the case of other 
categories of non-corporate taxpayers. (see paragraphs 9-12 of the explanatory 
memorandum) . 


Il--Enhancement of Standard Deduction 


At present, salaried taxpayers are entitled to a standard deduction in the com- 
putation of their taxable salary. The standard deduction is allowed in an 

amount equal to 20% of the salary up to Rs 10,000 and 10% of the balance, 

subject to an overall ceiling limit of Rs 3,500. It is now proposed to provide 
standard deduction at a uniform rate of 20% in the case of all salaried taxpayers 
subject to an enhanced overall ceiling limit of Re 5,000. The benefit of the 
enhanced standard deduction will be available in the case of pensioners as well. 
Further, employees in receipt of conveyance allowance will also be entitled to 
full standard deduction. (see paragraphs 15-18 of the explanatory memorandum) 
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Ili=-Kelief in respect of medical treatment of physically and mentally handi- 
capped dependents 





At present, resident individuals and Hindu undivided families are entitled 

to a deduction in respect of medical treatment of physically and mentally handi- 
capped dependents. It is proposed to double the amount of ‘this deduction to Rs 
4,800 in respect of the dependent who is hospitalised for a period of 182 days 
or more during the relevant accounting year and Re 1,200 in other cases. 

(see paragraphs 54-55 of the explanatory memorandum) 


IV--Compulsory deposit (income-tax payers) scheme 


(lL) Lt is proposed to continue the compulsory deposit scheme in the case of 
income-tax payers for another two years. 


(Il) Individuals attaining the age of 70 years will, at their option, be en- 
titled to receive back the entire amount standing to their credit in the com- 
pulsory deposit account. (see paragraphs 119-122 of the explanatory memorandum) 


V--Measures for plugging loopholes for tax avoidance 


(1) Lt is proposed to subject associations of persons to the maximum marginal 
rate of income-tax in cases where the shares of members are not defined. Such 
associations will also be subjected to wealth tax at the flat rate of three per 
cent or at the appropriate rate applicable in the case of an individual, which- 
ever course is more beneficial to the revenue. 


(Il) It is proposed to subject trusts to income-tax at the maximum marginal 
rate and to wealth tax at the rate of three per cent or at the appropriate 
rate applicable in the case of an individual, whichever course is more 
beneficial to the revenue. (See paragraphs 19-30 and 77-89 of the explana- 
tory memorandum) » 


Vi--Rates of corporation tax 


(1) At present, the basic rates of income tax in the case of domestic companies 
range from 45 per cent to 65 per cent depending upon whether such companies are 
widely-held or closely-held companies or whether they are industrial companies 
or trading companies and the rate in the case of foreign companies is 70 per 
cent. 


Further increased by a surcharge eque! — 5 per cent of such incometax. It 
is proposed to reduce the rate of sur. 4 .vom 7.5 per cent to 2.5 per cent in 
the case of all classes of companies. 


(IL) It is proposed to make provision for the payment of surtax in advance from 
the next financial year. (see paragraphs 14 and 96-100 of the explanatory 
memorandum) . 
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VII--Tax concessions 


(I) The llth schedule to the income-tax act contains a list of industries which 
do not qualify for investment-related tax concessions under the income-tax act. 
For example, investment allowance or tax holiday is not admissible in respect of 
these industries unless they are in the small-scale sector. It is proposed to 
remove 14 groups of industries from this list, including electric fans, pressure 
cookers, glass and glassware, pigments, colours, paints, enamels, varnishes, 
blacks and cellulose lacquer, chinaware and porcelainware mosaic tiles and 
glazed tiles, synthetic detergents, amplifiers or any other apparatus used 

for addressing the public, vacuum flasks and other vacuum vessels. These in- 
dustries will now become eligible for the specified tax concessions (see 
paragraphs 51-53 of the explanatory memorandum). 





(LI) It is proposed to allow complete "tax holiday" in respect of units set up 
in free trade zones for an initial period of five years. This will be in lieu 
of all other tax concessions available under the income-tax act. (See para- 
graphs 38-42 of the explanatory memorandum). 


(IIT) At present, development allowance equal to 50 per cent of the expenditure 
incurred on plantation of tea bushes in any new area or on any land which has 
been previously abandoned is allowed in computing the income from tea business. 
For this purpose, the expenditure qualifying for development allowance is re- 
stricted to Rs 12,500 per hectare in respect of land situated in hilly areas 

and Rs 10,000 per hectare in other areas. Having regard to the increase in the 
cost of planting in recent years, it is proposed to raise these ceiling limits 
to Rs 40,000 per hectare of land situated in Darjeeling district, Rs 35,000 per 
hectare in respect of land situated in other hilly areas and Rs 30,000 per hec- 
tare in the plains. (see paragraphs 43-47 of the explanatory memorandum). 


(iv) It is proposed to include the electronic components industry in the ninth 
schedule to the income-tax act and provide that dividends derived by a domestic 
company from an Indian company engaged exclusively in the manufacture of elec- 
tronic components will be completely exempt from income-tax. Individuals and 
Hindu undivided families investing in the equity shares of companies manufactur- 
ing electronic components will enjoy exemption from wealth-tax for an initial 
period of five years without any ceiling limit on such investment. (see para- 
graphs 48-50 of the explanatory memorandum) . 


(v) The existing tax concession available to the book publishing industry is 
proposed to be extended for another five years. (see paragraphs 59-61 of the 
explanatory memorandum). 


(vi) The overall ceiling limit on account of deduction in respect of special 

reserves created by approved financial corporations and public housing finance 
companies is proposed to be doubled to twice the amount of paid-up share capi- 
tal. (see paragraphs 56-58 of the explanatory memorandum). 


(vii) It is proposed to liberalise the definition of “small-scale industrial 
undertaking" for the purpose of tax concessions under the income-tax act. 
An industrial undertaking will qualify for treatment as a small-scale industrial 


49 





undertaking if the aggregate value of the machinery and plant installed therein 
as on the last day of the previous year does not exceed Rs 20 lakhs against Ks 
10 lakhs at present. (See paragraphs 62-66 of the explanatory memorandum). 


(viii) With a view to promoting the development and use of renewable energy 
resources, it is proposed to allow depreciation on renewable energy devices 
and systems at the enhanced rate of 30 per cent against 10 per cent at present. 
The income-tax rules, 1962, are being amended to achieve this objective. 


VI[I--Measures of Facilitating the Participation of Foreign Companies in the 
Field of Oil Exploration and Production 


(1) The income-tax act and the companies (profits) surtax act are proposed to 
be extended to the exclusive economic zone. 


(Il) It is proposed to insert suitable provisions in the income-tax act and 
the companies (profits) surtax act to enable the Central government to provide, 
vy notification in the official gazette, for an exemption, reduction in rate 
or other modification in respect of income-tax or surtax in favour of class of 
persons engaged in the business of prospecting for, or production of, mineral 
oils and natural gas in association with the Central government or any person 
authorised by it. 


(III) The existing special provision for deductions in the case of business of 
prospecting for or production of mineral oils available in cases where the 
government itself participates in such business is proposed to be extended to 
cases involving participation by any person authorised by the Central government 
like the ONGC with third parties. (see paragraphs 31-37 and 101-103 of the 
explanatory memorandum). 


[X--Announcement Regarding Concessions for the Purposes of Estate Duty 


The exemption limit of Rs 50,000 for estate duty purposes is proposed to be 
raised to Rs 1.5 lakhs in line with the exemption limit under the wealth-tax 
act. One residential house or part thereof will be valued for estate duty 
purposes on the same basis as for the purposes of wealth-tax. 











INDIA 


SHELKH ABDULLAH CALLS KASHMIR ACCORD SUCCESSFUL 
Bombay THE TIMES OF INDIA in English 1 Mar 81 p 9 


[Text] Srinagar, February 28: The chief minister, Sheikh Abdullah, today repu- 
diated the opposition charge that the Kashmir accord had failed in its twin 
objectives of eliminating political uncertainty and consolidating secular and 
democratic forces in the state. 


Winding up the debate on the governor's address in the assembly, the Sheikh said 
that it was evident that the accord had ushered inan era of peace and tranquility, 
given a new dimension and new meaning to the process of balanced economic develop- 
ment of the state. 


Ideologies might differ but a cross-section of the people of all shades of opin- 
ion had willingly joined in the pursuit of this common objective. "No one will 
have the temerity to doubt the secular and socialist ideal cherished by the 
party in power, the ideals for which it has all along striven. If they do so, 
it will be an outrage to commonsense," he added. 


Central Laws 


Referring to the cabinet committee, which is looking into the Central Laws 
extended to the state after August, 1953, he said it had held 12 meetings so far 
but had noc yet completed its task. 


The chief minister also decried the “persistent but determined efforts on the 
part of a political party and a few disgruntled elements" to find fault with the 
basic developmental strategy of the government and to accuse it of wasteful and 
unproductive expenditure. 


The charge of unproductive expenditure could be refuted by the fact that during 
the last five years, since he came to power, borrowings for non-productive pur- 
poses had been slashed to only Rs 9 crores against Rs 176 crores between 1953 
and 1975. 


It was proposed to establish a cement plant with acapacity of 750 tonnes a day 
at Basohli. On completion, the project would generate job opportunities and 
the state government was trying to involve the Cement Corporation of India in 
its construction. The matter had been referred to the bureau of public enter- 
prises. 
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The Sheikh also referred to the issue of rehabilitation of refugees, which had 
been raised by a number of members. Because of legal and constitutional issues, 
there wae no registration of the claims of displaced persone as was done in re- 
spect of refugees from Pakistan in other parte of the country. 


It had submitted a proposal that Re 12,000 per family be sanctioned as a lump 
eum grant<-in-aid in lieu of settlement of all pending claims. 


The chief minister rejected the charge that corruption had increased in state 
and that the law and order situation had deteriorated. 


C80: 4220 
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INDIA 


RESERVE, OTHER BANKS RAISE LENDING RATES 
Bombay THE TIMES OF INDIA in English 1 Mar 81 p 10 


{Text} The long-term and short-term lending rates of the commercial banks and 
financial institutions have been raised effective from Monday, March 2, follow- 
ing the rise in deposit rates of commercial banks announced by the Union finance 
minister Mr R. Venkataraman in the Union budget today. 


The Reserve Bank of India, which announced the interest rates on commercial 
banks’ advances, said that though there has been a modest increase in the struc- 
ture of interest rates, care has been taken to minimise its impact on the weaker 
section. 


All the lending rates are inclusive of interest tax. 


The RBI said that the lending rates of commercial banks have been modified 
taking into account the changes in the interest rates on deposits and with a 
view to rationalising the structure of interest rates as also bringing about a 
better alignment between interest rates charged by banks on short-term 
advances and term loans. 


It pointed out that the revised rates also took into account the recommendations 
of the RBI study group on priority sector lending and the 20-point economic 
programme . 


The rates under the differential interest rate scheme, term lending rates for 
small farmers, artisans in backward areas and exports under deferred payment 
terms are changed. Some rates applicable to weaker sections have been 
liberalised, for example, housing loans and working capital advances for small 
traders and small farmers. 


For bank advances to public procurement and distribution agencies, the lending 
rates have been fixed at 12.50-19.50 per cent for various categories of commodi- 
ties and for different categories of agencies. 


The minimum lending rate for commodities coming within the purview of selective 
credit control will be 19.5 per cent. For sugar mills in respect of all stocks, 
it will be 17.5 per cent. 
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Yor exports, the lending rate for pre-shipment credit for specified medium and 
heavy engineering goods and construction contracts will be 12.50 per cent up to 
180 days and 15 per cent beyond 180 days and up to 270 days. For other apeci- 
fied goods (carpets, leather manufactures, coirs, cashew and tobacco) it will 
be 12.50 per cent, for other goods and consultancy services it will be 12,.5-15 
per cent and against cash incentives etc. covered by ECGC guarantee up to 90 
days it will be 12.5 per cent. For post-shipment credit the rates will be 

12.5 per cent. For deferred credit, the rate will be 8.65 per cent. For 

duty draw=back credit scheme the advances will be free of interest. 


For agricultural advances, the rates on loans to small farmera up to Re 5,000 
will be 12.5 per cent, for loans above Re 5,000 it will be not more than 15 per 
cent, for loans over Re 5,000 and up to Re 25,000 and for loans above Rs 25,000 
it will be not more than 17.5 per cent. 


For small scale industry, composite loans up to Re 25,000 will carry an interest 
rate of 10.25 per cent for backward areas and of 12.5 per cent for other areas. 
short-term advances to emall-scale industry will carry interest of not more than 
15 per cent for loans up to 2 lakhs and 17.5 per cent for loans over Re 2 

lakhe and up to Re 25 lakhs and 19.5 per cent for loans above Re 25 lakhs. 


For other categories of bank advances, the DRI advances will carry an interest 

of 4 per cent, for retail advances of 12.5 per cent for limits up to and inclu- 
sive of Re 5,000, of not more than 15 per cent for Limits over Re 5,000 and up 

to Re 25,000 and of not more than 19.5 per cent for limits of over Re 25,000. 


For priority sector advances not otherwise specified, the rate should not exceed 
17.5 per cent. 


For all other advances, the rate will be not more than 19.5 per cent against 
the present ceiling of 18 per cent plus the interest tax of 1.4 per cent. 


In respect of term loans, the rate will be 15 per cent barring the loans to 
small scale industry and agriculture, housing and single vehicle transport 
operators. 


Lending Rates of IDBI 


The IDBI has said that it has been decided to raise the lending rate structure 
of IDBI having regard to the increasing cost of funds to be mobilised by the 
institutions during the Sixth Plan period and the need for a better alignment in 
the interest rates structure. 


The revised rates will be inclusive of the incidence of interest tax. 
fhe basic lending rate under the direct assistance scheme has been raised from 
11.85 per cent to 14 per cent inclusive of interest tax. Similarly, the inter- 


est rate to medium sized units availing refinance from the eligible financial 
inetitutions has been marginally raised from 13.5 per cent to 14 per cent. 
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The concessional interest rates in case of borrowers under the composite loans 
scheme (term and working capital loans up to Re 25,000) in backward areas and 

to unite promoted by entrepreneurs belonging to scheduled castes and scheduled 
tribes will, however, continue to remain at 10,25 per cent, 


The interest rates on export finance schemes, namely, participation export 
credit and export refinance acheme aleo remain unchanged. 


C80: 4220 
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INDIA 


SOURCES PREDICT QUIETER NORTHEAST IN 1961 
New Delhi PATRIOT in English 27 Feb 81 p 4 


[Text] Calcutta, Feb 26. The overall situation in the north eastern region 
of the country would remain quieter and easier in 1981 than it was in 1980. 
‘cipura might be an exception where some new problems could crop up. This is 
the considered assesement of competent sources here. 


According to these sources, peace accord in Mizoram, which was delayed due to 
minor hitches, is now expected soon, as the difficulties have now been sorted 
out. There would be full statehood for Mizoram, the present Ministry would be 
out of office and fresh elections would be held. 


The minor hitches included the demand by MNF for a so-called free zone for 
themselves inside Mizoram and reluctance to surrender arms. Now that the MNF 
has realised there would be no accord at all on these conditions, it has recon- 
ciled to give up those conditions. 


Mr David, son of Mr Lal Denga has come to Mizoram to feel the pulse, particu- 
larly of the younger MNF elements. He would also try to ascertain the chances 
of MNF in the next election. 


Mr David would obviously submit his report to his father, following which 
Mr Lal Denga himself is expected to visit Mizoram. The MNF has already sought 
safe passage for him from the Government of India. 


There have been changes in the military leadership of the MNF also. ‘'Lt-General' 
would not devote himself to organisational work, according to Mr Lal Denga's 
instructions. 


Since the cease fire on 31 August 1980 there has not been a single untoward 
incident there, and the security forces are having an easy time. 


Similarly in Nagaland there has not been any situation which should cause worry 
to the security forces. The rebels are, rather on the defensive. The hostiles 
in Burma are being subjected to serious pressures by the Burmese Army. And on 
top of it, there are unending feuds among rebel factions. 


On the other side of the picture, some Nagas including the nephew of Mr Z.A. 
Phizo had been to London to talk to Mr Phizo. After their return there has 
been sufficient indication that Mr Phizo himself may come to the conference 
table. He may, however, like to watch how the situation in Mizovcam develops 
and what happens to the peace accord there. 


CSO: 4220 
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INDIA 


MORE FOREIGN INVESTMENTS IN INDUSTRY APPROVED 
New Delhi PATRIOT in English 27 Feb 81 p 5 


[Text) Government has approved 526 foreign collaboration cases in industries 
during 1980 as against 267 cases approved in the previous year, Deputy Indus- 
tries Minister P. A. Sangma informed the Rajya Sabha on Thursday, report 
agencies. 


He said the Government had also granted 132 industrial licences for setting 
up of new undertakings in 1980 as against 95 in the previous year. 


He said an industrial licence was issued with an initial validity of two years. 
The validity of an industrial licence could be extended up to two years on the 
basis of adequate justification by the administrative ministries. It generally 
took about three to four years for an industrial licence to fructify. 


The Minister said that production of automobiles in Maruti Limited might com- 
mence in 1983. 


The cost of the car would depend on the model to be selected the investments 
made and other relevant factors. 


He said that discussions with the French car manufacturing companies ‘Renault' 
and Peugeot' for collaboration with the Maruti company for manufacturing cars, 
had not yet concluded. Nor had any decision been taken. 


While positive interest in the manufacture of cars has been shown by many lead- 
ing automobile manufacturers of the world detailed proposals have so far been 
received from M/s Peugeot and M/s Renault of France. 


Government have not notified any formal closing date for submission of offers. 
Reasonable time will be given to interested parties to submit detailed offers 
setting out inter alia, the terms and conditions including the investment 
pattern. 


A decision will be taken after evaluating the offers received, Mr Sangma said. 
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INDIA 


DECLINE IN BANGLADESH INFILTRATORS REPORTED 
New Deli PATRIOT in English 27 Feb 61 p 5 


[Text] The Government on Wednesday claimed a reduction in the number of infil- 
tratore from Bangladesh during 1980, reports UNI. 


it blamed the Assam agitators for hampering the process of identification of 
foreign nationals in the State. 


Minister of State for Home Yogendra Makwana said in the Lok Sabha that as a 
result of measures taken by the Government to effectively prevent infiltra- 
tion from across the border, the number of those attempting to enter the 
country clandestinely had come down. 


The Assam Government's figures for 1980 were 2,154 infiltrators detected and 
2,039 sent back to the country of origin, Mr Makwana said. 


Mr Makwana also said the Centre does not find any reason to interfere with 
the Assam Government's action in detaining Mr H. K. Bhattacharya, an IPS 
officer and DIG, Assam, under the National Security Act. 


He said the officer's detention for activities judged by the State Government 


as “prejudicial” had not caused any uncertainty among the police force in the 
State. 
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INDIA 


GOVERNMENT OFFERS TECHNICAL COOPERATION TO OAPEC 
New Delhi PATRIOT in English eb 81 p 8B 


[Text] India has expressed its readiness to set up petro-chemical complexes 
in oil-rich Arab countries, 


The offer was made to the six-member delegation of the Organisation of Arab 
Petroleum Exporting Countries (OAPEC), led by its Secretary General, Dr Ali 
A. Attiga. 


The delegation after a week-long visit during which it called on the Petroleum 
Minister the Energy Minister and External Affaires Minister and also visited 
petro-chemical complex at Baroda aud other places, left on Thursday for Kuwait. 


It was impressed upon the delegation that India has acquired experience in 
design, engineering and operation of wide variety of petro-chemical processes 
and has absorbed a great deal of technology. 


It was pointed out that though technology was purchased where required on the 
basis of techno-economic analysis, the design and detailed engineering of plants 
was now carried out almost wholly in the country with minimal overseas assistance. 


The integrated petro-chemical complex at Baroda was used as an example. 


Petroleum Secretary Lovraj Kumar, explained to Dr Attiga the efforts made to 
substitute and minimise consumption of petroleum products by the use of energy 
saving devices and alternative sources of energy, especially coal. 


He said that the petroleum department has set up a body--the Petroleum Conser- 
vation Research Association--which had carried out detailed studies of almost 
1,000 industrial units and identified steps that can be taken to reduce the 
consumption of petroleum products. 
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PAKISTAN 


PRESIDENT 71’ INTERVIEWED ON NATIONAL, INTERNATIONAL PROBLEMS 
Bombay THE TIMES OF INDIA in English 1 Mar 81 Supp. pp 1,5 
[Interview with President Zia-ul-Haq by Inder Jit; 23 February 1981 in Islamabad) 


[Text] President Zia-ul-Haq is in trouble at home. The 
students are on the war-path. They have clashed with 

the police intown after town. The government has had to 
close down all colleges and universities for an indefi- 
nite period. The agitation has been sparked off by an 
ordinance which gives the government control over the 
staffing of colleges and universities. But the students 
have extended its scope. They are demanding an end to 
martial law and early elections. And all major political 
parties have at last come together to press for an early 
return to democracy. General Zia is unloved in Pakistan. 
Neither his orthodoxy nor his programme to impose the 
shariat laws have endeared him to his people. But he is 
demonstrating impressive skill in the handling of his 
country's foreign relations. This skill comes through 

in the interview to Mr Inder Jit, a leading Indian journal- 
ist and columnist. The interview took place in Islamabad 
on Monday. 


The General is not just a plain-spoken soldier. He is 
shrewd and can present his case with a degree of sophisti- 
cation which would do credit to a professional politician 
or diplomat. In his replies to questions relating to 
Pakistan's ties with India, he manages to appear to be 
conciliatory without yielding an inch of ground, no small 
achievement this. 


Inder Jit: Mr President, how do you view the present state of relations between 
India and Pakistan? Have these suffered any deterioration in the past few 
months? If so, what has caused the setback? 


President Zia: My answer, I hope, will not surprise you. I think the relation- 
ship has improved in the recent months in the sense that we seem to have greater 
understanding at the leadership level--at my level and at your Prime Minister's 
level--because of exchange of some notes and letters. A few months back we had 
some deterioration in the relationship because of certain events. But that seems 
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to be behind ue and | feel that in view of what ia going on at present, the 
chances of improving the relationship are better than they were some time back. 


I.J.: The press in your country has recently talked loudly of a military build- 
up across the border, Even now there are reports in the Indian press of heavy 
concentration of Pakistani forces along the Jaisalmer and Barmer districts of 
Rajasthan, There is no build-up on the Indian side. What is the reality on 
your side? 


Zia: There is no build-up whatsoever on the Pakistan side also. Amazingly it 

is not the Pakistani press which started talking about the build-up either on the 
Pakistan side or on the Indian. Somehow the scare, if you permit me to use the 
word, was spread by the Indian press. I really do not know the reasons for it. 
Nor do I know the forces behind this. All of a sudden, we found that the Indian 
press was giving news items of heavy concentration of troops on the Pakistan 

side but nothing on the Indian side. This is all utter fabrication. There is 

no truth of concentration on the Pakistan side, Leave alone concentration, 

there is no truth even of any movement close to the border. 


I.J.: Would you say, Mr President, there was no concentration over the last few 
months at all? 


Zia: None whatsoever. But as you are aware, there is during the winter months, 
some movement of troops on a minor scale along the borders near Sialkot, Lahore, 
Bahawalpur, Sulemanki, on both sides. In fact, the concentration on the Indian 
side is much greater this year. But these are annual exercises. Both sides 
have contacts at various levels and are aware of the nature of the movements. 


I.J.: Mr President, do you agree that such reports create a war psychosis, even 
when the leaders of the two countries have repeatedly declared that they stand 
for peace and friendship? Do you think some kind of a permanent arrangement 
needs to be made to ensure against the build-up of such a dangerous war psychosis 
in future? 


Zia: Very right. I must say that when reports of troop concentration started 
coming out in the Indian press, I felt jittery, as I did not know anything about 
the reported movements. I think it is the responsibility of the press on both 
sides to create better understanding and more confidence and not spread unneces- 
sary rumours, scares and false reports. But I agree it would be better for 
India and Pakistan to come to some understanding so that such rumours and false 
news could be exposed and reality made known to both sides. 


I.J.: What kind of arrangement could there be? 


Zia: Well, the whole thing starts from a lack of trust. We must not forget 
that we, India and Pakistan have fought three wars. I only hope that we have 
both realised the futility of wars. There is realisation of this in my mind. 

I would not mince words if I have to say to my own people that wars do not solve 
political problems. Political problems must be resolved througi. political 
means. In this Year of the Lord 1981, might should not be right and therefore 
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we must have a better understanding. We must create more confidence in the 
minds of not only the people but also at the government level. 


I suggested one thing to Sardar Swaran Singh when he was here. I said to him 
Tell us, whether Pakistan should have a force for its own security or not. Should 
India have a force for its security or not? And if you come to the conclusion 
that there is justification for Pakistan to have an armed force for its own 
security, then ask your experts to tell us what should be the strength of our 
forces considering the defence requirements of a country like Pakistan and its 
geographic borders. I would accept their assessment and not debate it. In the 
process you may probably ask our reaction--if you were to say all right, Pakistan 
should have this much and India that much. I said have as much as you like, I 

am not concerned. But I would be very much concerned when 18 divisions face 
Pakistan. We have then to think twice as to what all this exercise is about. 

But I made this offer. 


Unfortunately, we had no reaction at first. The reaction that came much later 
was 'No.' India said, this is not a fair proposition. Because, Pakistan should 
have what Pakistan thinks necessary and India should have what India thinks neces- 
sary. Then I said, if that be the case, why should India get allergic to Pakis- 
tan's stress on its legitimate defence requirements. Here again, I proposed 

that if you want to know what we have and what we do not have, please come and 
ask me. I will tell you exactly what we have. And what you have I will not 
challenge. 


India is a big country. Pakistan realises this. Pakistan was dismembered in 
1971. You know and I also know this. But looking at the facts of the matter 
today, Pakistan is a small country, with India as its next door neighbour. Some 
35 years ago, we were one country. But for good, obvious and legitimate rea- 
sons we decided to part company as friends and live separately as good neighbours, 
friends and brothers. We have since fought three wars. 


We very humbly suggest to you and through you to the people of India that it 
is about time that both countries decided what was good for them. As for Pak- 
istan, I can say there is no doubt in my mind that the good of both the coun- 
tries lies in peaceful relationship, in mutual understanding, confidence, and 
respect. 


Pakistan is a small country, India is a bigger country. Pakistan today does not 
consider itself in competition with India. We can't. We are 80 million people. 
India is 650 million people. India is a bigger partner in this. It has a clear 
role to play and we grant it that much. But I think there is need for a better 
understanding and more confidence. I am sure sooner or later these will come. 


I.J.: These are excellent thoughts, Mr President. I recall having a chat with 
Sardar Swaran Singh on his return. He and many others in the country felt that 
any discussion in regard to the defence forces of the two countries would have 

to be preceded by some political understanding. Is that what he said to you? 


Zia: No, he did not say so. We were discussing bilateral relations and came to 
the question of defence forces. This is what I offered unilaterally, as an idea. 
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However, I agree that everything must emerge from a political understanding 
and it is political understandig which will bring about better military under- 
standing, and more confidence in each other. 


[.J.: India and its leaders opposed partition for long. Eventually, however, 
they accepted the creation of Pakistan. Today they wish Pakistan well and want 
it to be strong and stable and prosperous. Yet, many in Pakistan still seem 
to feel that India wants to undo partition. What is the basis for this Pakis- 
tani fear © nIndia has nothing to gain from it? What, Mr President, is your 
own perce‘. on? Do you believe that India poses a threat to Pakistan? 


Zia: Th is a doubt in the minds of the people of Pakistan, I must admit. 
They feei wat perhaps Indian leadership or a segment of the Indian public has 
not reconciled to the idea of Pakistan. Whether they are right or wrong and 
what are the causes, you can debate for the next umpteen years. The answer 
will not be found. Many books have been written and many more will be written. 
For instance, what started the 1971 war? But its results are there. History 
L111 say that Bangladesh was created in 1971. Good luck to Bangladesh, they 
are our brothers, our friends, and good luck to India. We wish them all well. 
But I wish that the people of India have the same feelings towards Pakistan. 


Il am very grateful to some Indian friends who have said that we want to see a 
strong, stable and prosperous Pakistan. But once bitten, twice shy. In 1971 
as a result of Indo-Soviet collusion Pakistan was dismembered. So this tiny 
Little country in comparison to India is now a little scared about what is left 
of it. India is rich in history and is 5000 years old. Pakistan came into 
being only 35 years and is a young, budding nation, anxious not to get hurt. 


I.J.: Thank you very much, Mr President. Much will be written on the issue 

of Bangladesh. Friends in Pakistan are entitled to hold the view that India 
deliberately dismembered Pakistan in collusion with Russia. We on our side feel 
we did not dismember Pakistan. We had a problem on our hands and wanted a solu- 
tion. We feel we should accept the reality of today, without going back into 
the past. This would create the kind of atmosphere required for greater under- 
standing, and greater trust. Do you agree? 


Zia: We should stop living in the past. The sooner we forget it the better for 
both Pakistan and India. I am trying to do this every time I speak to my 
friends, editors, and countrymen. And, this is my prayer to my Indian friends 
also. Let us forget the past, start a new chapter and let us have a real good 
friendship between India and Pakistan. 


[.J.: Inthis context, I refer to some new misgivings in India. In 1959, 
Pakistan had reached an understanding with the U.S. under which Washington had 
assured all help in the event of any threat to its integrity and security. 
According to recent reports, Islamabad now wants a comprehensive treaty with 
Washington seeking full and prompt U.S. support in the event of attack from 
/any/ quarter. Does this mean that you apprehend the possibility of an attack 
from India? [in boldface] 








Zia: Pakistan has many neighbours. We have in the east--India, in the north- 
east--China, and in the north--Russia. Wakhan area is now under the Soviet 
Union. 


I.J.: Is it true that they have moved into that area? 


Zia: Sir, it is ture. So we have the Soviet Union as our neighbour with 
80,000 troops in Afghanistan. Then we have Iran. Now, when I say this, there 
is meaning behind it. When we talk to the United States in this context, then 
we should be asking for a security against Iran. Do we? Against China? We 
have perfect relations with China. The 1959 agreement is an executive agree- 
ment and, if I may clarify, it was only meant for a particular contingency. 

It was of no use to us in our conflict with India in 1965 and 1971. So as far 


as this treaty or agreement is concerned it is null and void. It is of no use 
to us. 


You have a relationship with the Soviet Union. It is meant for particular con- 
tengencies. 


We have now asked the USA to please identify its interests in our region. It 

is not for Pakistan to identify the U.S. interests. In fact we have asked them 
to decide for themselves what interest they have in the area which now com- 
prises Pakistan and what they are prepared to do to safeguard those interests. 
If they are prepared to safeguard their interests, they ought to give that much 
of support and security to Pakistan, provided our interests also coincide. We 
are not asking for an outright military assistance or any other programme or any 
other agreement or treaty, nothing of the sort. 


I.J.: Net a military pact? 


Zia: No, sir. Otherwise by now Pakistan would have received not only $200 mil- 
lion but much more than that from the USA. We rejected that not because we knew 
that it was not liked by India. We thought it was not in Pakistan's interest to 
enter intoa military pact against anybody--which is not in the interest of Pakis- 
tan. We have received no response to this from the U.S. as yet. 


I.J.: When was the proposal first mooted? 


Zia: I gave this to Mr Brzezinski (early last year) and repeated it in my 
mecting with President Carter. It has been taken up at the foreign ministers’ 
level. We have had no contacts of importance with the new administration. But 
we have also tried to convey to them through diplomatic channels. 


I.J.: India has sought to set at rest Pakistani doubts about Indian intentions 

by offering a no-war pact on more than one occasion. However, according to Indian 
leaders, the proposal has been turned down by Pakistan each time. Do you, 

Mr President, think there is need for a no-war pact between the two countries 

and, if so, what would be the best way to go about it? 


Zia: In tne last three and a half years, we have received no suggestion as such. 
But a number of journalists and friends have often asked me this question. 
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My anewer has always been that the Simla agreement is virtually a no-war pact 
if we can implement it, both in letter and in spirit. bu' ecently | read 
somewhere, I do not know whether it ie right or wrong, (ac Mre Indira Gandhi 
has totally ruled out a no-war pact. So you know it is not only our reaction, 
she aleo feels the same way. 


i.J.: Many people in India feel and talk about a no-war pact because they feel 
that there seems to be some crisis of credibility vis-a-vis the Simla agreement. 
Therefore one wonders whether a no-war pact in the present situation would not 
help the situation? 


Zia: You have a point. But history shows us that pacts are not worth the paper 
on which they are written if the spirit behind them is not there. And if you 
want to have good relationship then you do not need a no-war pact. I feel we 
should really be concerned with developing a good understanding between us 
rather than having an agreement on paper. We hope Mrs Gandhi is as keen as | 

am that we should really make a breakthrough for better understanding between 
ihe two countries. 


1.J.: Some people have not only been talking of a no-war pact but also of joint 
defence for the subcontinent. At one stage the proposal had been made by Presi- 
dent Ayub, but ic had been turned down by Pandit Mehru who said: "Joint 

defence against whom?: Have you given any thought to this or do you think it 

is not necessary? 


Zia: If at that time the question was joint defence against whom, the same 
question is valid even today. Take NATO, it isajoint defence against some- 
body. Then there is the Warsaw Pact. So, pacts like this are against common 
threat perceptions and common enemies. I think Pakistan and India are not 
facing the problem of having to stand together against a common enemy. Some- 
body considered an enemy by India is perhaps friendly to Pakistan. We should 
forget who is a friend and who is an enemy. We should come to an understand- 
ing leaving the past behind and try and open new eras. 


I.J.: All major sources of world information seem agreed that your country 

has entered into a secret deal with Saudi Arabia for the supply of two Pakistani 
army divisions for a payment of $800 million annually. According to some reports, 
these divisions may not be sent to Saudi Arabia but would be kept in readiness 

in Pakistan as a rapid deployment force. What, Mr President, are the facts? 


Zia: It is totally false. You ought to know us better. We are not mercenaries. 
We have an understanding not only with Saudi Arabia but 27 other countries, 
Islamic and non-Islamic, where we have some training missions, military missions, 
air force--some army, some combined together--and it is in that respect that we 
have some elements in Saudi Arabia on training assignments. And that is about 
all. A rapid deployment force kept in Pakistan for Saudi Arabia is meaningless. 
Who is going to move these two divisions? Neither we nor Saudi Arabia have the 
means of conveyance. Against whom would these be meant? All these are real 
conjectures. The Saudis have also denied these reports. 





1.J.: How many people do you have in Saudi Arabia, sir? 


Zia: We have about 1,500 to 2,000 people. Most of them are engineers trying 
to improve Saudi roads and irrigation canals. And maybe 200 of other person- 
nel for training the infantry, artillery and armoured troops. That is about 

all. 


I.J.: Following the Taif summit you were reported to have said that if there 
was any threat to Saudi Arabia, you would personally lead ite defence. This 
atatement has been viewed by some analysts to argue that if General Zia is 
going to rush to the aid of the Saudis, he will have to have some force al- 
ready in Saudi Arabia for ite acclimatisation. Would you like to say some- 
thing on this assessment? 


Zia: I did not know that people read so much between the lines. Yes, I did 

say so. This shows my personal .egard and concern for the people of Saudi 
Arabia, the Saudi dynasty and the security of Saudi Arabia. I said that if there 
is any kind of threat to the security of Saudi Arabia, and Pakistan is asked to 
help, I will lead the force myself. I will go along with it to fight if neces- 
sary. This is only my sentiment. It does not mean that I have 2,000 troops 
there which General Zia-ul-Haq would lead in battle. No such thing. 


/However, if there was any threat to the security of Saudi Arabia, by God, I 
will be the first man to go to ite aid even at the expense of the security of 
Pakistan./ [in boldface] 


[.J.: Threat to the security externally or also internally? 


Zia: We do not interfere in internal affairs. We have our own problems. 
Saudi Arabia has its own just as India has its own problems. We should not 
think about the internal problems of any country. 


I.J.: 1 am glad you answered this question, Mr President, because people 
thought that you had made some kind of personal commitment to the present 
regime there. And even if they had some trouble internally you would rush to 
their aid. 


Zia: But they have no trouble. They are a very solid, stable dynasty. The 
amount of work that they are doing for their country, I don't think anybody 
else could do. I! wish them all the best and I wish the people of Saudi Arabia 
all the best. 


I.J.: There have been reports in New Delhi to suggest that Pakistan has in 
addition, agreed to undertake responsibility on additional payment for the 
defence of Kuwait, UAE, Qatar, Bahrain and Oman. Is there any truth in these 
reports about the creation of a new military grouping between Pakistan and the 
oil-rich Arab states? 


Zia: This again is totally false. There is no such understanding or even 
talk about it. The security of the Gulf is the responsibility of the Gulf 
states and of nobody else. Pakistan has no intention of involving itself with 
anybody else in a military pact or anything like that. 
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I.J.: Some misgivings have been caused by a recent etudy on Pakistan by the 
prestigious American organisation, The Rand Corporation. It has come to the 
conclusion that top military brase and some leading people in Pakistan are 
of the view that India has been and will always remain the principal threat 
to Pakistan. Do you accept this perception? 


Zia: Partly they are right, because you go by record and you go by history. 

Rand Corporation cannot predict and I hope they do not predict, They have 
concluded on the basis of history that the principal enemy of Pakistan is 

India, Pakistan has good relations with China and can have a working arrange- 
ment with the Soviet Union. Iran is its perpetual ally. So who is left? It 

is India. We have had three wars and therefore they have come to that conclu- 
sion. But we should not go entirely by their study. They carried out the study 
in Lran, and they mixed up everything in that. And the result that came out was 
totally different. 


/So all | can say is that Rand Corporation can have their study and utilise it 
Lo their best advantage. We will draw different conclusions and live as I said 
not as somebody elee wants us to, but as we want to./ [in boldface] 


I.J.: Mr President, do I then take it that you do not consider India to be the 
main threat? 


Zia: Militarily, speaking, I will not write it off, because there is a history 
behind it. There is a deployment of troops. Today, unfortunately, 80 per cent 
of the Indian troops are facing Pakistan. All your important installations are 
facing Pakistan. The new Jaguar aircraft that you have purchased cannot reach 
China, they can only be utilised in this region. We hope that they are for the 
defence of your country, but these are the factors which create suspicions and 
which create threat and which one cannot take lightly. And it is from that point 
of view that one has to view the actual reality. If we are going all out for 

a good relationship, then does the other side also want the same thing? 


/T must tell you very frankly that when I met Mre Gandhi in Salisbury in April 
1980, | asked her: "What are you afraid of? Pakistan is a small country!" 


She said: "No, you are the major threat to India. Because you have attacked 
us three times before.” 


[ said: "Madam, it might have been at that time. But you have reduced us to 
he lf and dismembered us. How do you consider Pakistan a threat to India? I 
want to assure you that irrespective of the threat that you may see, Pakistan 
wants to be very friendly with India." 


So between India and Pakistan this jigsaw puzzle will continue until such time 
that we really decide and try and remove the elements which create not only 
misgivings but elements which create unnecessary doubts and suspicions. / 

[in boldface] 








I.J.: May I now turn your attention to the Simla agreement. Many in India feel 
that this accord provided for a de facto solution of the Kashmir issue along the 
Line of actual control resulting from the ceasefire agreement of December 17, 
1971, The agreement, it is further argued in India, virtually gave the line of 
control the status of an international border. Mr Bhutto, it is said, wanted 
time to formalise this understanding and hence the reference in the agreement to 
"a final settlement" of the issue, What is Pakistan's position now on this? 


Zia: We have tried to find out whether there was some secret understanding 
between Pakistan and India at the time of the signing of the agreement. We have 
tried to probe. In fact I asked a very direct quest’on and we sent our queries 
at diplomatic level to know whether there was a secret understanding. Because 
according to us the Simla agreement is what it appears to be. It is a very 
elaborately described agreement. And according to it the line of control is no 
more than a line of control. 


I.J.: Has the Line of actual control not been invested with the status of an 
international border? In the sense that this line of control shall not be changed 
through the use of force by either country? 


Zia: No sir, no. It is a ceasefire agreement which has resulted in a line of 
control. It does not replace the international border. It further states that 
both sides agree not to alter the position by resort to force. But it is not 
necessary that we accept it. It only provides that if there is a doubt we will 
not go to war on that issue. But it does not stop either side, as it very 
clearly says, to take the issue to any forum that they like, subject to the 
understanding of the agreement and to the respective positions taken by both the 
sides. In other words the Simla agreement does not say that Pakistan will not 
talk about Kashmir at any other place except in the presence of the Indian Prime 
Minister or when Indian and Pakistani teams are present. It is unfortunately 

a hurdle in the relations between Pakistan and India. But it is a political 
problem and I say we should solve it politically be it now, next year or later. 
India being a bigger partner should have greater flexibility, should make the 
bigger gesture. If it can accommodate the U.N. General Assembly resolutions on 
the issue and resolve it, a very big step would have been taken in the normali- 
sation of relations. 


I.J.: You are talking in terms of going back to the U.N. resolution. 


Zia: Yes, our position has never changed. Simla agreement has not replaced 
the resolutions of the U.N. It has only brought about the modus operandi for 
solving problems including that of Kashmir. Let us try bilaterally first. 

If there is any problem and you are not satisfied, let's take it to the U.N., 
the non-aligned movement or any other forum. 


1.J.: The Simla agreement provided for resolving all outstanding disputes 
bilaterally. Specifically, the agreement provides for resolving disputes 
“between the two countries by peaceful means, bilateral negotiations, or by any 


other peaceful means mutually agreed upon between them." So the whole exercise 
was then to pull issues out of international forums and sort them out between 
ourselves. 








fiat That was the spirit, except in respect of Kashmir. It says very clearly 
in paca 4 of the agreement that with regard to Kashmir, notwithatanding the 
position maintained by either side, the Kashmir problem should be resolved 
peacefully. But again the exact words are not before me. Our position on 
Kashmir is that we abide by the U.N. resolutions, and we hope that some day 
India would also abide by them. 


l.J.: This raises altogether a new point in the sense that one has been ex- 
pecting a discussion on bilateral basis. When do you think you would like to 
discuss the issue? 


Zia: Since it is a very crucial issue, I think we should solve the smaller 
probleme first so that the field is clear. Once we have solved the minor 
problems, removed misunderstandings and misconceptions, then we should talk 
firet bilaterally about the Kashmir issue. 


T.J.: In other words you accept the broad approach of the Simla agreement 
which provided for resolving the differences between the two countries "by 
peaceful means through bilateral negotiations or by any other peaceful means 
mutually agreed upon between them." 


Zia: We maintain that all issues should be resolved bilaterally including 

the Kashmir issue. In case we cannot find some solution then our basic stand is 
that the Kashmir issue should be resolved in the light of the U.N. resolutions. 

Let us clear the smaller hurdles first, clean up the state and then take up the 

major issues bilaterally, and see what we can do about them. 


I.J.: In this context, considerable misgiving has been created by the fact that 
the Kashmir issue not only continues to be raised repeatedly at various inter- 
national forums, including the Islamic summit, but it has been equated with the 
Palestinian question. Further, it has been argued toat the issue concerns the 
Islamic ummah (world). New Delhi feels that these .tatements are contrary to 
the letter and spirit ef bilateralism in the agreerent. One can understand your 
reference to it at the United Nations. But when it is posed as an issue facing 
the ummah and bracketed with Palestine, it causes some pain to people in India. 
do you agree that these references are contrary to the spirit of the Simla 
agreement” 


Zia: Even in the Islamic conference, we did not raise the issue. It was men- 
tioned in my speech in a particular context. But Pakistan did not try to raise 
the issue in any resolution or seek its inclusion, in the final communique. 
This was on our initiative and you should give us that much of credit. As re- 
gards United Nations, I mentioned it in the context of the inability of the 
U.N. to solve problems like Palestine and Kashmir. 


[.J.: That was a sophisticated way of putting it. The important thing is that 
you brought up the issue. In the case of the Islamic summit, was it necessary 
to mention it in your statement? 





Zia: It was very necessary. | was quoting the problema facing the Islamic 
world and the Muslim world, For the Muslims of Pakistan and Muslims of Kashmir, 
this is a burning problem or at least a burning issue. India should not be so 
allergic if Zia-ul-Haq mentions about Kashmir in one context or the other. We 
don't want to provoke India for any rhyme or reason, Whenever we have mentioned 
Kashmir, we have done so in a very careful manner. 


L.J.: Would it not be better if this issue was raised by your Foreign Minister 
or by yourself at the summit if you did want to take it up bilaterally rather 
than raise it in a way that leads to misunderstanding’ 


Zia: We have raised this issue bilaterally in the sense that we have discussed 
it at the foreign ministers level and at my level. At some stage or the other, 
we have got to sit down and really see how we can solve the problem. 


I.J.: You said you discussed it at your level too. With whom? 


Zia: I mentioned this to the then foreign minister, Vajpayee when he came. We 
had a good and a very frank discussion. I spoke about Kashmir also to Mr Desai 
when IL met him in Kenya. And I think I mentioned it to Mrs Gandhi also at 
Salisbury. 


l.J.: What was the response of the three separately? 


Zia: /Vajpayee was very understanding. He put forward India's arguments. But 
he accepted that this was a problem which we must resolve and resolve peace- 
fully and this is what we recommended. Mr Desai, I must say is a very able 
statesman. Also, merciful and sympathetic. He agreed there was a problem and 
said that we were at liberty to raise it and come to certain conclusions, which 
would be better for both the countries. 


Mrs Gandhi was, however, extremcly allergic. 1 think she also said: "Why do 
you keep on raising it?” I explained that it was written in the Simla agree- 
ment and we were going by the agreement. It was a very warm dialogue otherwise, 
but interjected by a few spurts of allergies here and there./ [in boldface] 


I.J.: Mr Desai and you are known to have talked to each other on some occasions. 
did the question of a summit meeting between the two of you ever come up? 


Zia: Before I left for Jomo Kenyatta's funeral, I sent a message to Mr Desai 
that I would like to mect him. The response from his side was warm. In fact, 
Mr Desai was kind enough to ask me as to when I was coming to Delhi and I told 
him, “Sir, at the first available opportunity." And this is my intention also. 
Whenever I feel that my visit to New Delhi would be beneficial to the relation- 
ship between our two countries I will be there in no time. 


[.J.: The Simla agreement was signed eight years ago. Among other things, it 
sought to progressively restore and normalise relations between the two coun- 
tries step by step in various fields: communication, air links and overflights, 
travel facilities, trade and cooperation in economic fields and exchanges in 
science, culture and sports. Are you satisfied with the progress achieved so 
far? If not, what needs to be done? 
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‘iat In a way, | am satisfied, There is progress. But I am not fully satia- 
fied, We can do a lot more and in this respect we should strive, The flights 
are there, travel facilites are there, trains are running. In 1976-77 only a 
few thousand persons came from India. In 1979-80, there were a quarter million 
visitors. 


I.J.: The progress is generally halting. A cultural delegation was supposed 
tocome to Pakistan from India, The idea was accepted in principle almost about 
a year ago. New Delhi has been waiting for a green signal from your side. But 
nothing has happened. 


‘ia: We are all for improvement even in the cultural field. I am agreat lover 

of music--of qawwali and ghazal. But there are a few constraints. /Tomorrow 

we can ask for a cultural troupe. It would comprise Lata Mangeshkar and others. 
But it would create a sensation. I do think this is not the right time for such 
a sensation in Pakistan. Neither the dancers nor the girl singers for us. But 

other cultural activity must go on./ [in boldface] 


L.J.: What about the rail link between Khokrapar and Barmer in Rajasthan? This 
was to be restored quite some time back. And yet there has been no movement. 
This ie a great disappointment to the people of Bombay. 


Zia: There is some problem about the rail communication. Otherwise, we have 

no serious objection to it. I know there is a requirement for the Khokrapar 
link. We examine it and wherever we can improve the relations we shall certainly 
do so. 


I.J.: Do you think that enough has been done under the Simla agreement to pre- 
vent hostile propaganda and to disseminate such information as would promote 
the development of friendly relations between them? New Delhi is particularly 
unhappy about the way recent communal incidents in Moradabad and elsewhere were 
projected in Pakistan both officially and in the press as being “anti-Muslim." 
This, in turn, provoked a strong reaction in India. Would you like to comment? 


Zia: The projection that we received here was that there were communal riots. 
All the reports emanated from the correspondents or the news agencies. We had 
»o correspondent of our own at that time. When something happens then everybody 
starts sensationalising. May be your own papers start from there, It is picked 
up by our papers. It is the press which splashes these things. I blame the 
Pakistan press equally. 


i.J.: Many in India seem to feel that your press has full freedom to write only 
in regard to India. It can go to town on communal issues or whatever stories 
they wish to pick up. Do you think some friendly advice could be given to the 
press in your country in the context of the Simla agreement? 


‘ia: Outte right. 1 think one should be more careful on such issues. I meet 
prominent journalists and editors practically once a month and I see in them a 
genuine desire of restraining themselves in Pakistan not only regarding the news 
about India but other news also. But sometimes someLiiing goes wrong somewhere. 





I.J.: There is a view in India that Pakistan is currently more interested in 
identifying itselfwith the Islamic countries and not with secular India, 
ignoring history, geography and the common background. We do concede that 
Pakistan was founded on the basis of Islam, nevertheless the people in India 
would like to know where does its interest lie--primarily with the subcontinent 
or with West Asia? 


Zia: With both. If you think that Pakistan has decided to align itself totally 
with the West Asian countries or the Islamic countries, you are wrong. We 

are very closely associated with China and we feel that our association with 
India should also be as close. To correct the impression, Pakistan's policy 

is that it must align itself with the Muslim countries because Pakistan is 
basically a Muslim country. But being part of the subcontinent, Pakistan is 
equally clear that it must have good relations with India--as much if not 

better than what we have with the other countries of the region. 


I.J.: You have dented that there is an effort to build an Islamic bomb and 

yet literature on the subject gets published time and again in the foreign 
press. The American government has reacted in a certain way, the Canadian 
government has come out with certain facts. And, doubts get created when you go 
for enriched uranium which is really not required for your own purposes of power 
generation. Doubts also arise when one finds that the whole exercise is not un- 
der the Atomic Energy Commission but under the Defence Ministry. 


Zia: First of all, it is not under the Defence Ministry. This is false. But 
as in your country and in mine, the defence personnel get seconded to various 
places. Our nuclear installations and facilities are not under the Defence 
Ministry and are not affiliated to them even in the remotest manner. They are 
under the Atomic Energy Commission which is an autonomous authority and which 
I am looking after. I am the chief executive and the head of the Atomic Energy 
Commission and its facilities. Our programme is peaceful. We consider it our 
right to acquire nuclear technology because that is the only alternative to 
developing countries to fill the gap of its energy requirements. The only 
alternative for us is to acquire nuclear technology for peaceful purpose for 
our own requirements, not for defence requirements. Enrichment of uranium is 
a technology which is more for peaceful purposes than for anything else. 


I.J.: Does Pakistan now believe in peaceful nuclear explosion? India, it may 
be recalled, has all along argued that peaceful nuclear explosions are to be 
distinguished from the weapons programme. Pakistan, for its part, has always 
disagreed with this approach. Has Pakistan now changed its views on peaceful 
nuclear explosion? 


Zia: We have not said so. We have not considered any explosion--peaceful or 

nonpeaceful. We are not for the creation of a device which has to be exploded 
whether you give it the garb of a peaceful explosion or a military explosion. 

So, therefore, | would still reiterate that our programme is peaceful and it is 
for the acquiring of technology and towards that end whatever is necessary, 

we will do. 
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[.J.: Following the Chinese nuclear explosion, many in India had advocated a 
bang, if not a bowb, Some of us wonder if you are thinking in terms of at 
least an underground nuclear explosion (if not a bomb)? 


Zia: We have a very modest programme of trying to enrich uranium by centrifugal 
process. We are in a very elementary stage. This, incidentally, will not give 
you a bomb, There are many other things required to produce a bomb which we are 
not looking into. We are only Looking for acquiring enriched uranium facilities 
so that we can have a light water reactor. And since we know that it is not 
possible for Pakistan to acquire or order off the shelf light water reactors 

or heavy water reactors or have uranium enriched from elsewhere, Pakistan will 
have to stand on its own feet. It is in an effort towards that--to be indepen- 
dent and also to acquire the technology. It is a very modest programme. 


I.J.: How do you Mr President, view the Soviet intervention in Afghanistan? 


Zia: It has brought about a great qualitative change which India accepts. I 

uink we should view this with great concern when 80,000 troops come and occupy 
a country and install a local regime then it is for India and Pakistan both to 
see the implications of such a move. 


I.J.: Does the Soviet presence in Afghanistan constitute a threat to Pakistan? 
Or does it also constitute a threat to the entire subcontinent? How do you pro- 
pose to meet the threat or do you feel that the subcontinent needs to view it 
collectively and also meet it collectively? 


Zia: It is a threat to the security of the region as such because we can't 
take individual countries. Today it is Afghanistan, Iran is next door and 

it is as great a threat to Iran as to Afghanistan. It is also a threat to India 
and a threat to Pakistan. The borders will then not be at the Oxus river or 

at Landikotal. They will be at Wagah. So it is a threat to India as well. I 
think we ought to view this problem regionally as well. 


I.J.: But how do we meet it? 


Zia: We have to meet it on two counts. It is a military problem but we know that 
neither Pakistan nor India would like to solve it militarily. Therefore it is 
more of a political problem which should be solved politically by making Soviet 
Union realise that what it has done is wrong. Therefore they must vacate the 
country, restore the status of Afghanistan to that of a non-aligned Muslim coun- 
try, withdraw its troops and let the people of Afghanistan decide their own 

fate. And let these 1.5 million refugees who are at present on Pakistan soil 
return to their homes and hearths with honour and dignity. 


1.J.: Two short supplementaries: Is it true that you are willing to have U.N. 
observers posted along the Afghanistan border to prove to the world that you 
are not sending in the freedom fighters. Second, have the Russians really 
moved into the strategic Wakhan area or the corridor of Afghanistan? 


Zia: First, yes. I made the offer for U.N. observers a year ayo to the Soviets-- 
and to the Afghans. I said, if anybody wants to come to our borders and see if 








any Pakistanis are being sent from Pakistan and who is arming them? I main- 
tain that the freedom fighters are not going from Pakistan. They are inside 
Afghanistan and the greatest activity is being generated now not near the Pakis- 
tan border but near the Russian border. My offer is still open today to any~- 
body who wants to come and see, 


Second, the Russians have really moved into Wakhan. There are approximately 
5,000 Soviet troops located in Wakhan today. They have built a bridge over 

the river which is there and they are building a road now to link it up with 

the main centre of communication. We have also heard that there are some ground 
to air missiles as well as heavy artillery in the area, which was bounded earlier 
by the Soviet Union, China and Pakistan. 


I.J.: Are you happy with the outcome of the non-aligned foreign ministers’ 
conference? 


Zia: The resolution which has come out from the non-aligned is extremely encour- 
aging because we were suspecting and expecting that perhaps there may be no 
mention of Afghanistan. It is difficult to form a consensus but I must say that 
we admire the effort that went in from the Indian delegation, Pakistan delegation, 
and many others to defeat the efforts of some countries who were thinking that 
there should be no mention of Afghanistan. 


I.J.: Where do we go from here? The U.N. Secretary-General has now appointed 
a special representative. At one stage, one expected talks on Afghanistan, on 
a bilateral basis. Pakistan appeared willing to talk on a bilateral basis to 
Afghanistan. This is an impression which Mr Waldheim also had when he met you 
at Taif, and yet at Delhi following his arrival Agha Shahi said that Pakistan 
was not interested in bilateral talks. Talks would have to be trilateral. What 
led to this change? Or, is there some misunderstanding in regard to this 
perception? 


Zia: It is lack of communication. In my talks with Mr Waldheim we never 
mentioned bilateral talks. Pakistan's stand has always been trilateral from 

the beginning. We said representatives of Iran and Pakistan and the political 
party of Afghanistan should meet under the auspices of the United Nations. I 
told Dr Waldheim that I mean his nominee will guide the talks. Everybody will 
address the chair. This is what Mr Shahi stressed in Iran. This is where we 
have seen some flexibility in the Russian attitude. Under the May 14 announce- 
ment, the Russians were insisting on bilateral talks between Pakistan and Afghan- 
istan and between Iran and Afghanistan. Here we found the Soviet Union was also 
perhaps a little flexible in having trilateral talks under the U.N. auspices. 

But they were insisting that if Iran does not come in then we should sort it out. 
We said no, we must try and bring Iran into this so that all the parties are 
together because without all three being there we cannot reach a conclusion. 


I.J.: In your communication to the U.N. Secretary-General, there was no refer- 
ence to the U.N. resolution of November 20. This led many people to believe that 
you were not insisting on the talks being held under the auspices of the U.N. 
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Zia: The U.N. resolution sought the Secretary-General's help requesting him to 
appoint a representative, Therefore, when we were asking the Secretary-General 
to appoint a representative we were looking forwards the appointment under the 
resolution, But I knew that somebody was not prepared to look at the resolu- 
tion. So L said all right if it suits your requirement let us forget the 
resolution so long as the end result is achieved, which means the Secretary- 
General appoints his representative and the talks take place under his auspices. 
We were quite satisfied. 


[.J.: Would Pakistan receive the U.N. representative at an early date? 
Zia: He is most welcome here any time. 


|.J.: President Zia-ur-Rahman of Bangladesh has proposed a regional forum for 
the countries of the subcontinent. Pakistan is reported to have accepted the 
idea in principle. Especially as our region is alone without any grouping to 
promote greater mutual cooperation. What are your own views in the matter, in 
‘he Light of the highly encouraging experience of the EEC. Do you favour a 
summit on the subject and if so how soon? 


Zia: We have been very clear on this. When President Zia-ur-Rahman talked to 
me [| said it was a very good idea. But I also said that we ought to proceed 
very cautiously because all of a sudden six Heads of States assembling together 
somewhere will not solve any problems and then somebody would be allergic that 
so and so would not raise this question. Pakistan will not raise the Kashmir 
question. Bangladesh will not raise this, India will not demand that, Sri 

Lanka will not do that and so on. I said we ought to proceed very cautiously. 
It is better that some groundwork is done. And that is possible if the talks 
start at a lower level. You know it took the EEC and the ASEAN countries 10 
years to become viable groups. We ought to have some arrangements in the region 
because there is a vacuum. Perhaps we should proceed very cautiously at the 
foreign secretary's level to be followed by the foreign ministers and once the 
necessary groundwork has been done then the Heads of States should sit down, 
have a nice meal, have a friendly chat and solve all the problems. The foreign 
secretaries are due to meet early in April. We favour the get-together. 


'.J.: Finally, the internal situation. When do you propose to implement your 
ideas about restoring popular democracy in your country. What, if any, are the 
reasons for the delay? 


Zia: The present conditions in the country do not favour such an exercise. 
There is trouble brewing on the western frontier. With the situation in Afghan- 
istan, the 1.5 million refugees on our soil and with political parties being 
dormant, no elections can produce any clear cut results. 


/Elections are not an end in themselves, they are only the means to an end. I 
feel that at the present moment, these will not give the desired result. So 
no elections for the time being./ [in boldface] 


Nevertheless, from the very beginning I have been saying that we are for demo- 
eracy with Islamic values. And there is no fundamental conflict between Islamic 
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values and the generally accepted democratic values. In fact, Islam is much 
more democratic than the so called western democracy. Because Islam lays 
down that everyone is accountable. You can catch a Head of State outside 
his house and ask him, "what have you done?" 


/I envy India in one respect. Whatever form of democracy is practised 

there, it has been going on for the last so many years--from the days of the 
Government of India Act of 1935 (the first elections to state legislatures 
were held in 1937 under the Act) and even before that. Then, in India, there 
is not one but three generations who have grown in democratic tradition./ [in 
boldface] 


But it has not been so in my country. The Father of the Nation died early. 
Then the Prime Minister was assassinated. Then there was a political turmoil. 
Next, there was the first term of martial law, then the second term and now 
this is the third term of martial law. In other words we have not had viable 
institutions. 


It has been our effort to get the whole thing institutionalised. And the first 
thing we have done is to establish democracy at the lower level. After 15 
years, we have had elections to local bodies. They are functioning very effec- 
tively for the last one and a half years. This is the foundation on which a 
democratic structure has to be built. Elections will be held in due course. 
For the time being I am for greater participation of the people at various 
levels. 


/Since I can't hold elections, I have got to do something by which the people 
can participate. The Cabinet is already there. Instead of the elected Assembly, 
I am now bringing in a nominated Assembly by having people who are elected 
representatives, such as the doctors of the medical association which elects 

its executive body. The council will for example have representatives of 
labour, teachers, engineers and studenis. I will have them all assembled, 

form committees and let them advise the government. They will act as the 
spokesmen of the people. They will act as a bridge between the people and the 
government and allow us to move to a point when we could hold elections. And 
then there could be a peaceful transfer of power from the military to civilians./ 
[in boldface] 


I.J.: To conclude, Mrs Gandhi recently sent you a warm personal letter in which 
she assured you that India respects the integrity, sovereignty and independence 
of Pakistan. What is your message for her and for India and its people? 


Zia: In the first place, I must thank Prime Minister, Mrs Gandhi for a very warm 
and friendly message. We are very grateful and we reciprocate it wholeheartedly. 
I also wish to take this opportunity of conveying through you, my love and 
affection for the people of India and my very best wishes. I look forward to 
visiting your great country at the first opportunity I can get. I hope you will 
be kind enough to convey my message to the people of India. 


We on this side of the border have a lot of goodwill, a lot of affection for them. 
We have also a few stains as well which require to be washed away. But when given 
the present atmosphere, environment and goodwill on both sides, I see a very 
bright future for both India and Pakistan. 
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PAKISTAN 


EDITORIAL CALLS FOR NATIONAL UNITY 
Lahore CHATAN in Urdu 29 Dec 80 p 5 
[Editorial: "Day of Reckoning") 


[Text] It is traditional for nations to take every moment of their a. tiors into 
account at the close of the year. The people of Pakistan should not be concerned 
about what the world gained or lost in the year 1980. In fact, it increased 
afflictions for mankind. The greed of the Super Powers to control other countries, 
their lack of principle and selfishness deprived countless people of their 
happiness and increased misery and distress for them. The arms race became faster 
and means of destroying mankind were further administered. 


It is a clear fact that during the past year, dangers for Pakistan and cae nation's 
existence increased considerably. Although Pakistan has expressed sentiments of 
friendship and peace, tension in its surrounding areas has still increased. What 
these circumstances demanded then and now is that Pakistan should fully unite 
itself as a nation and should be head on heels to protect its freedom strive and 
integrity. The people in command have said it time and again that the country's 
armed forces are ready to perform their sacred duty of defense and that they are 
fully capable of it. But the necessity of uniting the nation's individuals to 
build an iron-curtained wall is in no way less than the alertness and readiness 
of the armed forces. The nation's president has himself confessed and mentioned 
that evil elements are engaged in disruption and are trying their level best to 
lower the nation's morale. Individuals belonging-to this group are fearlessly 
engaged in their respective field of activities. Obviously, their fearlessness 
is not without a cause. They know that the hand of reckoning cannot reach then. 
Acts of inflation, bribery, lawlessness and crimes are such that they are ruining 
the national life. The eradication of these evils required emergency treatment, 
but, sadly enough it was not done. These evils are spreading, and the people 

are annoyed. Islam teaches that one should suffice with lawful living, help the 
needy, sacrifice for others and give them happiness. It teaches not to deprive 
someone of his rights and not to be unfair. As long as these characteristics are 
not embodied in the society, every claim made for reforming the situation, is 
utterly wrong. It is a well known fact that “People follow their Superiors." 

As long as people in power and authority do not set for others an example of 
simplicity, honesty, trustworthiness, sense of duty and hard work, nothing can 

be achieved. Preaching and exhortion disharmonious with practice can have no 


impact. 
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PAKISTAN 


EDITORIAL COMPARES U.S., USSR 


Karachi JASARAT in Urdu on 1 Feb 81 p 3 
[Editorial: "Like-Minded People Know One Another"] 


[Text] The President of the United States, Ronald Reagan, said that all the Russian 
rulers are deceitful, liars and criminals. The past and present rulers of Russia are 
always ready to deceive, lie and commit crimes to further the cause of their revolu- 
tion. In our opinion, the analysis of the U.S. President is based on historical 

facts and is 100 percent correct. But in order that the observation be complete, it 
should be put this way: Soviet rulers are deceitful, liars and criminals, and the 
U.S. rulers for the sake of their own interests, overlook all their deceptions, lies 
and crimes and are always ready to hold talks and reacu agreements with them. Since 
the Russian "revolution" and until the present, the Soviets have been advancing 

on their course of aggression with the abovementioned characteristics which they call 
"revolution." The U.S. has always reached agreements with them, so much so that even 
during World War II the U.S. played the role of Russia's ally. Mr Reagar does not 
seem ready to boycott this American tradition because he has never once said in any of 
his speeches that he would not hold talks with the Soviets since they are liars, 
deceitful and criminals. He wants to maintain a relationship with Russia in any 

case. The difference is that he wants a bigger reward, as compared to his predecessor, 
for talks and understanding with Russia. We do not know where the Americans stand 
even though we have Reagan's realistic expression about the Soviets. We can only 

say that like-minded people know one another. 
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PAKISTAN 


LACK OF DEMOCRACY IN PAKISTAN CRITICISED 
Lahore CHATAN in Urdu 19 Jan 81 p 4 
[Editortal: “Need for Unity") 


iT. xt] Pakistan hos passed through such changing circumstances that it has become 
ard to bear any sort of disturbance, uncertainty or agitation within the country. 
‘hat te why all earnest and patriotic circles are trying to strengthen the country 
within, instead of discussing democracy and its requisites Their effort is to 
promote unity and concord and strengthen the country's defense. It is an accepted 
fact that those nations whose life-style is democracy, are not satisfied with the 
existing situations in Pakistan. They are more inclined towards Bharat because, 
at least, democratic system exists there. 


The determination to form townships, the establishment of the Provincial Advisory 
Counc: is and the Ceatral Advisory Council are in fact various outcomes of this 
desire. There is news now that the government, in the light of the Islamic prin- 
cipals, will nominate its non-political candidates with good reputation for the 
Islamic ldealogy Council. These individuals will participate in the election on 
the basis of popularity vote. Time alone can forecast the outcome of the govern- 
ment's consideratica over this proposal. 


If non-political individuals mean people who are unaware of the needs and trends 
of the current era, national and international problems, the election of such 
individuals will prove futile from all angles Until now, conditions set for 
part cipating in the election. have never been abided by. The county elections, 
were held on non-political basis. But, it is well known that many individuals 
participating in these elections, were connected with various non-existing like 
communities. At one time, after the issuance of the “Legal Frame Work Order,” 
it wos practically tgnored. The crux of the matter is whether our ultimate objec- 
tive is abiding by Islam, rehabilitation of traditional democratic system or to 
own democratic values within the circle of Islamic teachings. It appears that 
veither, minds are clear in this regard nor has any distinct manifesto been pre- 


pared It has bee. stressed time and again that if the government concentrates 
all ite efforts to eradicate various kinds of evils in the country and puts 4n 
end to bribery, immorality, unlawful earnings, nepotism, crime, etc., and everv 


person in authority becomes an example of simplicity of chaiccter «ind honesty 

for others, a strong foundation can be laid down for providing a future manifesto. 
The people will have peace of mind and the government will receive their full 
confidence. Then, with whatever objectives the wanifesto is presented, they will 








gladly endorse it. lt will be impossible for any individual or individuals 
nominated by any group, to be accepted as delegates of the people. The need 
is to create perception among the people that they should elect capable repre- 
sentatives with good morale. This can only be possible if the present trend 
of social order is changed. The situation which now existe ia that "“Position’ 
and "Wealth" alone are dominating and decisive factors. Lose of ineight with 
regards to lawful or unlawful wealth and really being deserving of a position 
for office, is increasing and not decreasing. 
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